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SEARS AND SUBSIDIARIES 


Sears, Roebuck and Co- 

Sears is the world’s largest retailer of general merchandise. 
Sears and its consolidated subsidiaries distribute broad lines 
of private brand name goods through some 3,800 selling 
locations (including 1,300 independent catalog merchants) 
located in 50 states, Puerto Rico and Centra) America. 

Net sales for 1975 reached a record $13.6 billion. Sales 
originating in retail units were 81.2 per cent of net sales in¬ 
cluding 11.7 per cent from catalogs. Catalogs originated an 
additional 9.3 per cent through selling locations other than 
retail stores and through direct mail orders. Industrial sales, 
repair services and finance charge revenues represented 9.5 
per cent of net sales. 

Credit sales accounted for 52.9 per cent of total sales. Al¬ 
most 22 million credit customers use Sears revolving charge 
or easy payment credit plans. 

Sears is incorporated in the State of New York. The com¬ 
pany’s headquarters and most of its buying offices are locat¬ 
ed in Sears Tower in Chicago. The company’s five territorial 
offices, each headed by an executive vice president, are 
located in Alhambra, CA; Atlanta, GA; Dallas, TX; St. 
Davids, PA; and Skokie, IL. 

Sears 49 buying departments purchase merchandise from 
more than 12,000 domestic suppliers. We combine merchan¬ 
dise items into 830 product groupings for administrative or 
marketing purposes. Our largest buying department is re¬ 
sponsible for approximately six per cent of net sales. 

Sears purchases approximately 28 per cent of its mer¬ 
chandise from suppliers in which the company has equity in¬ 
vestments. The principal merchandise sources in which the 
company has an equity interest of more than 20 per cent are; 
DeSoto, Inc. (32%), Kellwood Company (23%), Roper Cor¬ 


poration (42%) and Universal-Rundle Corporation (60%). 
Suppliers outside the United States account for approxi¬ 
mately six per cent of all purchases. 

Sears and its domestic subsidiaries, including The Allstate 
Group of Companies, employ an average of 417,000 people. 
Sears 158.5 million common shares are owned by more than 
270,000 shareholders. Through The Savings and Profit 
Sharing Fund of Sears Employes, our 290,963 employe 
members (counted as one shareholder) own 31.4 million 
shares or 19,8 per cent of the outstanding common shares. 

Allstate Group of Companies 

Sears is engaged in the property-liability and life insurance 
businesses through the wholly owned Allstate Insurance 
Company and its subsidiaries. Sears also owns Allstate En¬ 
terprises, Inc., which is part of the Allstate Group. 

Allstate Enterprises and its subsidiaries are engaged in 
auto finance, savings and loan and other businesses. In 1975, 
insurance premiums written and financial services revenues 
of the Allstate Group totaled a record $3.2 billion. 


Other Unconsolidated Subsidiaries 


Sears has a 41 per cent equity interest in Simpsons-Sears 
Limited which conducts a retail and catalog order business 
in Canada. Unconsolidated subsidiaries, owned 78 per cent 
to 100 per cent, conduct retail operations in Brazil, Colom¬ 
bia, Mexico, Peru, Venezuela, Belgium and Spain. Net sales 
of international operations for 1975 amounted to a record 
$2.1 billion. 

Sears develops and operates shopping centers through its 
wholly owned subsidiary Homart Development Co. Homart 
operates 12 regional shopping centers and is a partner in four 
other operating regional centers. 



Cover 

The Northbrook, Illinois store in Northbrook Court—prior 
to opening of the store on February 18, 1976. The fully-en¬ 
closed shopping mall was developed by Homart Develop¬ 
ment Co., our wholly owned real estate subsidiary. The 
Northbrook store is one of 28 the company plans to open in 
1976. 
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Highlights $ in millions 

Net Sales. 

Net Income!. 

Per share. 

Per cent return on average equity (excluding unrealized gains or losses) 

Income Before Equity In Unconsolidated Subsidiaries. 

Per dollar of sales. 

Income of the Allstate Group. 

Dividends. 

Per share. 

Working Capital. 

Capital Expenditures . 

Long-term Debt . 

Shareholders’ Equity. 

Per share. 


Quarterly Results $in millions 

First 

Second 


1975* 

1974* 

1975* 

1974* 

N et Sales. 

$2,836 

$2,894 

$3,314 

$3,209 

Net Income. 

54 

127 

110 

141 

Per Share. 

.34 

.81 

.70 

.90 

Dividends Per Share. 

.40 

.40 

.40 

.40 

Market Price of Common Share 
High-low. 

69-58 

90-80 

74-62 

90-67 


Per cent 


1975 

1974* 

change 

$13,640 

$13,101 

4.1 

523 

496 

5.4 

3.31 

3.15 

5.1 

9.8 

9.7 


405 

314 

29.0 

3.0 cents 

2.4 cents 


76 

168 

(54.8) 

292 

291 

0.3 

1.85 

1.85 


2,647 

2,351 

(2.6 

282 

41 1 

(31.4) 

1,326 

1,095 

21.1 

5,302 

4,751 

11.6 

33.44 

30.10 



Third 

Fourth 

1975* 

1974* 

1975 

1974* 

$3,503 

$3,360 

$3,987 

$3,638 

119 

109 

240 

119 

.75 

.69 

1.52 

.75 

.40 

.40 

.65 

.65 

72-57 

70-45 

74-64 

66-42 


* Restated (see note 2, page 19). 

t Effective February 1, 1975, the company adopted the last-in, 
first-out (LIFO) method of inventory valuation for 
substantially all domestic inventories. The change reduced 
reported net income for the year 1975 by S3 million, or 2d per 
share. 

Annual Meeting 

The annual meeting of the shareholders of Sears, Roebuck 
and Co. will be held in the Auditorium of the Prudential 
Building, J30 East Randolph Street, Chicago, Illinois, on 
Monday, May 17, 1976, at 9:30 A.M., Chicago time. 


Transfer Agents 

Sears, Roebuck and Co.—Principal Agent 
Treasurer’s Office—Stock Transfer Division, Chicago 
The Chase Manhattan Bank, N.A., New York 

Registrars 

The First National Bank of Chicago 

The Chase Manhattan Bank, N.A., New York 


Stock Exchange Listings [Ticker symbol—S] 
New York Exchange 
Midwest Exchange, Chicago 
Pacific Exchange, Los Angeles 


©Sears, Roebuck and Co. 1976 





















































MESSAGE TO SHAREHOLDERS 


A strong fourth quarter enabled your company to achieve an 
increase in net income for 1975, despite an unsatisfactory 
first half in merchandising and year-long underwriting losses 
in the property and liability operations of the Allstate Insur¬ 
ance Co. 

Consumer demand reached its low point in the first quar¬ 
ter, continuing the sharp business slide of the fourth quarter 
of 1974. Retailers across the nation responded with heavy 
markdowns in order to liquidate inventories, and Sears sales 
were down 2 per cent from the previous year despite aggres¬ 
sive promotion. Net income was sharply tower due to lower 
gross margins, higher selling and administrative expenses, 
and underwriting losses experienced by Allstate. 

Retail sales began to improve in the second quarter, as 
consumer income received the stimulus of income tax 
rebates and tax reduction. Net income trailed the 1974 
quarter, although income from merchandise sales and ser¬ 
vices, after deducting general expenses, was up 5 per cent. 

In the third quarter, net income rose 9 per cent reflecting 
good reception of fall season apparel, general improvement 
in merchandising operations and lower interest costs. 

The important fourth quarter was the strongest of the 
year, with sales of durable goods picking up to match in¬ 
creases in soft lines. Sears sales rose 9.6 per cent above the 
recession level of 1974, and net income was up 102 per cent, 
reflecting improved gross margins, lower interest rates and 
continued attention to operating costs. The year ended on a 
high note with consumer confidence levels improving steadily. 

Expansion 

During fiscal 1975 we opened 35 retail stores, including 19 in 
new markets. The expansion program for the year totaled 
5.7 million square feet of gross space. The net addition after 


adjusting for closed stores was 3.1 million square feet, bring¬ 
ing the retail system to 108.8 million square feet. 

In 1976, we plan to open 28 retail stores, including 13 in 
new markets. The openings will total four million square feet 
with a net addition of approximately 2.9 million square feet 
after adjusting for relocated stores. 

In Spring, 1976, your company will open the 900,000 sq. 
ft. National Catalog Fashion Distribution Center in Elk 
Grove Village, near Chicago. The new center will enable us 
to distribute fashion merchandise across the nation more 
efficiently, and should provide important savings in dollars of 
inventory. 

Organization and Management Changes 

As a result of studies conducted during the year, the com¬ 
pany established, effective February 1, 1976, the Office of 
the Chairman, which will be responsible for determining 
policy direction for the company. 

Headed by the Chairman of the Board, the Office also in¬ 
cludes A. Dean Swift, President and Chief Administrative 
Officer; James W. Button, Senior Executive Vice President— 
Merchandising and Edward R. Telling, Senior Executive 
Vice President—Field. 

The addition of an officer representing our decentralized 
and growing field selling organization at the top man¬ 
agement level will provide valuable input to decisions affect¬ 
ing our merchandising operations. 

The Senior Vice Presidents for Finance and Operations 
and the Vice President—Corporate Planning continue 
reporting to the Chairman of the Board, and will represent 
their functions in Office of the Chairman deliberations. 

On January 31, 1976, Alfred I. Davies, Executive Vice 
President, Southwestern Territory, retired after completing 
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from left to right: 



A. DEAN SWIFT, 
President and Chief 
Administrative Officer 

ARTHUR M. WOOD, 
Chairman of the Board 
and Chief 
Executive Officer 

EDWARD R. TELLING, 
Senior Executive 
Vice President, 

Field 

JAMES W. BUTTON, 
Senior Executive 
Vice President, 
Merchandising 




38 years of outstanding service. The Board of Directors 
elected William C. Lochmoeller, formerly General Manager 
of retail stores in the San Diego area, to succeed Mr. Davies 
in the Southwest. 

The Board also elected Charles C. Wurmstedt, Executive 
Vice President, Midwestern Territory, succeeding Mr. Tell¬ 
ing. Mr. Wurmstedt was General Manager of retail stores in 
the Cleveland area. 

We were saddened by the deaths of Charles H. Kellstadt. 
former Chairman of the Board of Sears, and Robert K. 
Herrmann, Vice President—Physical Distribution. Mr. 
Kellstadt was an executive of the company for 30 years, hav¬ 
ing served as General Manager of the Cleveland Group of 
retail stores, as National Manager—-Retail Merchandising, 
as Vice President—Southern Territory and as President of 
the company. Following his retirement in 1962 he served for 
five years as Chairman of the Board of Trustees of the Profit 
Sharing Fund of Sears Employes. He dedicated himself to¬ 
tally to the pursuit of merchandising excellence in his years 
with the company. 

Mr. Herrmann joined Sears in 1940 and made important 
contributions to the improvement of operating procedures, 
warehousing and physical distribution until his untimely 
death in 1975. 

Mr. George F. Tidmarsh, National Manager—Field 
Operating since ] 966, has succeeded Mr. Herrmann as Vice 
President—Physical Distribution. 

In recognition of the important contribution and respon¬ 
sibility of our Territorial Officers, their titles were changed 
to Executive Vice President during 1975. At the same time, 
the title of Thomas F. Wands was changed to Senior Vice- 
President—Operations. 

The Outlook for 1976 

The economic recovery is progressing, and the con¬ 
sumer continues to lead the way. It is a balanced re¬ 
covery, with a sustainable trend which will be healthy for the 
nation. 

Employment has now returned to the pre-recession peak, 
and unemployment is steadily declining. The consumer’s 
real disposable income should grow at a rate of 4.5 to 5 per 
cent, the best since 1973. 

These favorable developments should further stimulate 
consumer demand, which will lead to increased manufactur¬ 
ing activity with more jobs and greater investment in 
production equipment. All of this adds up to a stronger year 
for the economy and for Sears. 

Sears expects demographic changes over the next few 
years to have a major impact on consumer spending pat¬ 
terns. In the last decade people in the 20 to 44-year-oid age 
bracket increased by 12.5 million. In the ten years ahead, 
persons in the 20 to 44-year-o!d age bracket will increase by 
19 million. As young people form new households, the 
demand for home-oriented goods will rise sharply. The al¬ 
location of income to home furnishings should increase in the 
years ahead. We are prepared to supply these needs with 
quality merchandise at competitive prices. 

Ethics and Standards 

Recent disclosures of illegal political contributions and ques¬ 
tionable payments to obtain contracts overseas by a rela¬ 
tively small number of individuals in the corporate world 


have led to a healthy re-examination of business ethics. 

In February, 1976, all Sears personnel were reminded 
anew of their obligation to maintain high standards of integ¬ 
rity in their business conduct, in respect to both their 
employer and the public. This communication to employes 
emphasized the high standards by which Sears top man¬ 
agement governs itself in the conduct of the business. 
Renewed steps are being taken to assure compliance with the 
standards for advertising and selling practices which have 
been enunciated over the years to our personnel. An example 
of our progress in advertising is the new descriptive copy in¬ 
troduced in the Spring and Summer General Catalog for 
1976. This provides the catalog customer merchandise 
descriptions specifically organized to put emphasis on ail the 
important product facts, including references to the mate¬ 
rials used, serviceability and care required to give maximum 
satisfaction. 

The Audit Committee of the Board of Directors continues 
to review Sears internal controls and the adequacy of the 
audit of company accounts conducted by Touche Ross & 
Co., our outside auditors. The Committee has reported its 
complete satisfaction with the accounting systems and 
controls employed by Sears to report accurately its results 
and to protect the assets of the company. 


Our Pledge for the Future 

Throughout our 90-year history, we have built up a proud 
tradition—one that has resulted from the careful application 
of ethical principles to our daily business activities. We have 
believed always in the policy of dealing fairly with our em¬ 
ployes. Since 1916 they have shared in the profits of the com¬ 
pany through The Savings and Profit Sharing Fund of Sears 
Employes. 

We have believed always in the policy of providing “Satis¬ 
faction Guaranteed or Your Money Back”. Providing qual¬ 
ity, value and service has been the consistent objective of the 
people of Sears. 

In 1976 we renew our pledge to customers and share¬ 
holders alike—to do better those things that have marked 
our progress during the past 90 years. We are confident that 
our dedicated employes and fine suppliers join us in this 
pledge. 




Chairman of the Board and 
Chief Executive Officer 



President 


April 5, 1976 



FOURTH QUARTER RESULTS 


Fourth quarter net income up 102 per cent; net sales rose 9.6 
per cent. Net sales in the important fourth quarter increased 
$349 million to a record $3.99 billion. The improved rate of 
sales increase reflected the recovery in the economy. 

Net income climbed 102.2 per cent to $239.9 million, or 
$1.52 per share, from $118.7 million, or 75 cents per share 
(restated) in the year-earlier period. 

Operating income rose 59.2 per cent to $470 million and 
represented 11.8 per cent of net sales compared with 8.1 per 
cent for the 1974 fourth quarter. Higher gross margins and 
improvement in expense ratios were contributing factors. In¬ 
terest expense declined $27.1 million, or seven cents per 
share. 

Adoption of the LIFO method of inventory valuation de¬ 
creased fourth quarter net income by $887,000, less than one 
cent per share. 

Allstate Group earnings were 22 cents per Sears share, up 8 
cents. Net income (including realized capital gains) was $35 
million, up $13.4 million from $21.6 million a year ago. 


The fourth quarter produced an underwriting loss (before 
investment income) of $44.7 million before income taxes 
compared with $45 million in the year ago period. The loss 
for the fourth quarter moderated from the previous quarters 
of 1975 but continued to reflect the combination of inflated 
claim costs and lagging insurance rates. Investment income 
before income taxes rose $6.6 million to $46.8 million. 
Realized capital gains were $2.8 million after income taxes 
compared with a minimal loss in the 1974 period. Income 
from life insurance operations before income taxes was $9.9 
million, up $2.4 million. Allstate Enterprises net income rose 
to $3.9 million, up from $582,000 in the 1974 quarter. 

Income of other companies was $19.5 million, up $14.4 mil¬ 
lion. Homart Development’s net income rose $6.2 million to 
$8.6 million, reflecting a gain from sale of equity in a joint 
venture. International operations’ income rose $8.2 million 
to $9.1 million, including $3 million foreign currency trans¬ 
lation losses compared with $9.8 million translation losses in 
the year-earlier period. 


Statement of Consolidated Sales and Income 

Three Months Ended Jan. 31 

Per Cent 

($ in thousands) 

1976 

1975* 

Change 

Net sales (including finance charge revenues). 

$3,987,125 

$3,638,370 

9.6 

Cost of sales, buying and occupancy expenses. 

2,452,230 

2,314,701 

5.9 

Selling and administrative expenses. 

1,064,658 

1,028,313 

3.5 

Operating income from sales and services ... 

470,237 

295,356 

59.2 

Other income (loss). 

(6,153) 

(4,340) 


Equity in income of 




Allstate Group 




Insurance companies 




In accordance with prescribed standards, unrealized increases in market 




value of equity investments of $84,310 and $28,808 are not included in the 




determination of net income. 




Underwriting and investment income. 

28,373 

21,016 

35.0 

Realized capital gains... 

2,763 

(17) 

— 

Allstate Enterprises, Inc. 

3,861 

582 

— 


34,997 

21,581 

62.2 

Other companies. 

19,472 

5,055 

285.2 


54,469 

26,636 

104.5 

Income before general expenses . 

518,553 

317,652 

63.2 

General expenses 




Interest (less capitalization of $819 and $3,529). 

66,088 

93,202 

(29.1) 

Contribution to Employes’ Profit Sharing Fund. 

37,003 

25,603 

44.5 

Income taxes. 

175,594 

80,191 

119.0 


278,685 

198,996 

40.0 

Net income.. .. 

$ 239,868 

$ 118,656 

102.2 

Per share (average shares 158,458 and 157,747). 

$ 1.52 

$ .75 

101.3 


Restated (see note 2, page 19) . 













































FINANCIAL REVIEW AND COMMENTS 


The company revised its reporting to reflect the change to 
the last-in, first-out method of inventory valuation. The 
company made another change which recognized any for¬ 
eign currency translation gain or loss related to long-term 
debt in the period when it occurred. In addition, the com¬ 
pany modified its method of accounting for Allstate's un¬ 
realized gains and losses on marketable equity securities. 
Comparative figures in this review, the financial statements 
and the ten year summary have been restated, where ap¬ 
plicable, to give effect to these changes (see note 2, page 19). 

Sales in 1975 rose to $13.6 billion, an increase of $539 
million or 4.1 per cent. This was a new high for the 21st 
consecutive year. Although first quarter sales decreased, 
subsequent quarters showed a rising trend in line with the 
improvement in the economy . The fourth quarter increase 
accounted for 65 per cent of the 1975 dollar increase. 


Net Sales (billions) Change 


QUARTER 

1975 

1974 

Amount 

Per 

Cent 

First . 

$ 2.836 

$ 2.894 

$(.058) 

(2.0) 

Second . 

3.314 

3.209 

.105 

3.3 

Third. 

3.503 

3.360 

.143 

4.2 

Fourth. 

3.987 

3.638 

.349 

9.6 

YEAR 

$13,640 

$13,101 

$ .539 

4.1 

The following percentages indicate the origin or 


classification of company net sales: 






1975 

1974 

Retail units (including sales at catalog 



counters in stores of 11.7%, both 



years). 



81.2% 

80.8% 

Catalog (other than at catalog 




counters in retail stores) . . . 


9.3 

9.4 

Industrial sales . . . 



1.7 

2.1 

Repair services . . . 



2.8 

2.8 

Finance charge revenues. 


5.0 

4.9 


TOTAL NET SALES 

100.0% 

100.0% 


Retail sales for 1975 were $102 per gross square foot com¬ 
pared with $100 per square foot for 1974. In the past ten 
years, Sears net sales have grown at a compound annual rate 
of 7.9 per cent. 

Net sales of Sears unconsolidated international operations 
in Canada, Latin America and Europe increased $243 mil¬ 
lion to $2,084 billion. International operations are reviewed 
on page 32. 


International 

Net Sales 


Increase 

(millions) 




Per 


1975 

1974 

Amount 

Cent 

Canada . 

. $1,521 

$1,368 

$153 

11 

Latin America . 

. 399 

338 

61 

18 

Europe . 

. 164 

135 

29 

21 


total $2,084 

$1,84! 

$243 

13 


Net income was $523 million, up $27 million, an increase of 
5.4 per cent. Although declining in the first two quarters, net 
income rose in subsequent quarters. The fourth quarter ac¬ 
counted for 46 per cent of 1975 net income. Adoption of the 
LIFO method of inventory valuation reduced 1975 net in¬ 
come by $3 million. 

Net Income (millions) Change 


QUARTER 

1975 

1974 

Amount 

Per 

Cent 

First . 

. $ 54 

$127 

$(73) 

(57.5) 

Second . 

. 110 

141 

(31) 

(22.0) 

Third . 

. 119 

109 

10 

9.2 

Fourth . 

. 240 

Ii9 

121 

102.2 


YEAR $523 

$496 

$ 27 

5.4 


Earnings per share were $3.31, up 16 cents. Per share earn¬ 
ings for each quarter are shown in the following table: 
Earnings Per Share Change 


QUARTER 

1975* 

1974 

Amount 

Per 

Cent 

First . 

. $ .34 

$ .81 

$(.47) 

(58.0) 

Second . 

.70 

.90 

(.20) 

(22.2) 

Third. 

.75 

.69 

.06 

8.7 

Fourth. 

. 1.52 

.75 

.77 

101.3 


YEAR $3.3! 

$3.15 

$ .16 

5.1 


* Reduced two cents per share due to change 
to LIFO inventory method. 


Profit margins declined in first-half 1975, rose in the second 

half of the year. The strong fourth quarter sales increase at 
improved gross margins brought operating income for the 
year to a 7.8 per cent increase. Operating income rose $84 
million and represented 8.5 per cent of net sales compared 
with 8.2 per cent for 1974. Equity income declined $64 mil- 


Net Sales in Billions of Dollars 

0 2.5 5.0 7.5 10.0 12.5 15.0 



Net Income Per Share in Dollars 


0 .75 1.50 2.25 3.00 3.75 4.50 


1975 

1974 

1973 

1972 

1971 

1970 

1969 

1968 

1967 

1966 
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FINANCIAL REVIEW AND COMMENTS, continued 


Hon; the Allstate Group was down $92 million while other 
companies were up $28 million. Interest expense, excluding 
$7.4 million capitalized, was $271 million, a decrease of $90 
million which improved earnings 25 cents per share. In¬ 
creased income taxes reflected the higher level of pre-tax 
income. The following summarizes the increase in 1975 net 


income: 

(millions) 

Net sales increased. $539 

Cost of sales, buying and occupancy expenses in¬ 
creased . (344) 

Selling and administrative expenses increased .... (Ill ) 

Operating income increased. 84 

Other income increased. 4 

Equity income 

Allstate Group decreased. (92) 

Other companies increased. 28 

General expenses 

Interest expense decreased. 90 

Profit sharing decreased. 2 

Income taxes increased .. (89 ) 

Net income increased. 27 


Per share increased. $ .16 


Earnings of unconsolidated companies amounted to 75 cents 
per share, down 41 cents. Sears share in the income of uncon¬ 
solidated companies decreased 35.3 per cent to $118 million 
from $182 million in 1974. The wholly owned Allstate 
Group—insurance operations and financial services—con¬ 
tributed 48 cents per share to Sears earnings, down 59 cents 
from $ 1.07 per share for 1974. 

Property-liability insurance premiums written during 
1975 increased $319 million from 1974 to a total of $2,935 
billion. The underwriting loss (premium earned less claims 
and expenses) from property-liability insurance operations 
was $256.6 million compared with $25.8 million for 1974. 
Net investment income before taxes increased from $152.7 
million for 1974 to $174.9 million for 1975. 

Life insurance premiums increased 20.4 per cent during 
1975 to $ 166 million. Net income from life insurance opera¬ 
tions was $30.4 million compared with $24.3 million for 
1974. Realized capital gains were $11.8 million, up from 
$10.8 million in 1974. 

Net income of Allstate Enterprises was a record $11.5 
million compared with $536,000 in 1974. Revenues earned 
rose $16.2 million to $118.9 million. Interest expense was 


down $8 million reflecting lower interest rates. The Allstate 
Group results are covered on pages 24-30. 

Sears earnings from international operations increased 
$ 16.5 million to $22.9 million. Translation gains for the year 
amounted to $2.2 million compared with a loss of $ 15.9 mil¬ 
lion for 1974. In Canada, equity in income of Simpsons- 
Sears, a 41.1 per cent owned affiliate, was $12.7 million 
compared with $14.9 million. In Latin American countries, 
our share in the earnings of subsidiaries was $20.1 million, 
up $1.9 million. In Spain, net income of Sears wholly owned 
subsidiary increased to $3.1 million from a loss of $1.2 mil¬ 
lion. Galeries Anspach, our Belgian subsidiary, recorded a 
loss of $11.2 million compared with a 1974 loss of $23.8 
million. 

Net income of Homart Development Co.—our wholly 
owned developer of shopping centers—was $10 million, up 
from $2.5 million in 1974. Homart’s 1975 net income includ¬ 
ed $6.5 million from capital gains. Homart operations are 
reviewed on page 31. 

Other equity income and dividends amounted to $9.1 mil¬ 
lion compared with $5.5 million in 1974. 

Depreciation expense for 1975 was $166 million, an increase 
of $17 million or 11.4 per cent from $149 million in 1974. 

Acquisition and new developments. In July 1975, Allstate 
Savings and Loan Association, a wholly owned subsidiary of 
Allstate Enterprises, purchased Empire Savings and Loan 
Association (headquartered in Van Nuys, California) for ap¬ 
proximately $25 million. Funds in a corresponding amount 
were contributed to Allstate Enterprises, Inc. by Sears. 

In November 1975, Sears and Allstate acquired a 50 per 
cent interest in Seibu Allstate Life Insurance Company, Ltd. 
for $5 million. The company also made an additional invest¬ 
ment of $23.5 million in Simpsons-Sears for 2.8 million 
shares of voting common stock. 

In December 1975, Sears contributed certain marketable 
securities to Allstate. At that time, these securities had a 
market value of $37.9 million and a cost of $7.3 million. 

During 1975, Sears made an additional equity investment 
of $18 million in Galeries Anspach. 

The percentage contributions of the major elements of opera¬ 
tions to Sears income —before its general expenses, and all 
income taxes and extraordinary items—for each of the last 
five years are shown below. 


Contributions to Income (percentage) 

1971 

1972 

1973 

1974 

1975 

Sears and consolidated subsidiaries—domestic retail distribution . . . 

82% 

79% 

79% 

83% 

94% 

Unconsolidated subsidiaries and affiliates— 

Allstate insurance companies. 

13 

15 

16 

14 

(2> 

All other subsidiaries and affiliates and dividends from other 

companies. 

5 

6 

5 

3 

8 


100% 

100% 

100% 

100% 

100% 






























Income and Dividends in Millions of Dollars 


Net Income Cash Dividends Retained Income 



750 


1975 taxes totaled $708 million, up $104 million. Direct 
taxes to Federal, state and local governments were as follows: 


Direct Taxes (millions) 

1975 

1974 

Change 

Per 

Amount Cent 

Income. 

$393 

$304 

$ 89 

29 

Payroll. 

195 

191 

4 

0 

Property . 

93 

84 

9 

1 1 

Other. 

27 

25 

2 

8 

TOTAL TAXES 

$708 

$604 

$104 

17 


Incentive compensation and stock options: Sears continued 
the policy of providing incentive compensation for key em¬ 
ployes. For 1975, 19,200 employes earned incentive compen¬ 
sation totaling $51.8 million, compared with $49.3 million 
earned by 20,000 employes for 1974. Awards to individual 
officers are approved by a committee which is comprised en¬ 
tirely of outside directors. 

On December 9, 1975, non-qualified stock options for 
140,020 shares of Sears stock were granted to 208 employes. 
The purchase price specified was $66.57 per share, the fair 
market value- on the date of grant. The contracts are not 
exercisable after November 15, 1985. 

Dividends per share were $1.85, The quarterly dividend was 
40 cents per share in the first three quarters of 1975. The 


fourth quarter dividend of 65 cents per share included an ex¬ 
tra dividend of 25 cents per share. 

Dividends paid totaled $292 million and represented 56 
per cent of 1975 net income. For the past 10 years, the com¬ 
pany’s dividend pay-out has averaged 47 per cent of earn¬ 
ings. Dividends per share have increased as follows: 

1965 1970 1975 

Dividends per share. $1.1216 $1.35 $1.85 

Increases from 1965 . $ .2216 $ .7216 

For the year 1976, the Board will consider any extra dividend 
declaration at its February 1977 meeting, instead of at its 
November 1976 meeting. The fourth quarter is traditionally 
the biggest for all retailers and the Christmas season is usu¬ 
ally the major factor in a retailer’s performance for the year. 
The Board believes it should defer its decision on an extra 
dividend until November and December results are known. 

The extra for 1975 was paid on January 2, 1976. In ac¬ 
cordance with the change in the declaration date, any extra 
dividend justified by 1976 operations will be declared in Feb¬ 
ruary 1977 and paid early in April 1977. The same pattern 
will be followed in subsequent years. Thus, a shareholder 
will continue to receive any extra dividend in the same per¬ 
sonal income tax year as the regular dividend for the fourth 
quarter; however, it will be paid 90 days later with the regu¬ 
lar dividend declared for the first quarter of the new fiscal 
year. The change in timing of year-end extra dividends will 
not affect in any way the amount and timing of quarterly 
dividends. 

Shareholders’ equity reached $5.3 billion, an increase of $551 
million. Net income for 1975 less dividends provided $230 
million; stock issued to the Profit Sharing Fund, $48 million. 
Unrealized losses on Allstate’s equity investments are now 
reflected in shareholders’ equity. For the year 1975, un¬ 
realized losses decreased $272 million thus reflecting an in¬ 
crease in shareholders’ equity in the same amount. The book 
value per share of Sears stock was $33.44, compared with 
$30.10 at the close of 1974. The rate of return on share¬ 
holders’ equity—net income divided by average equity, ex- 


Who Owns Sears (on November 21, 1975—record date for January, 

1976 dividend) 


Per cent 


Number of 

Number of 

Average per 

of total 

Type of shareholder 

shareholders 

shares 

shareholder 

shares 

individuals 





Women. 

. 107,683 

25,004,363 

232 

15.8 

Men. 

. 79,458 

21,851,137 

275 

13.8 

Joint tenants . 

. 48,676 

6,864,169 

141 

4.3 

Bank nominees . 

. 2,915 

63,690,073 

21,849 

40.2 

Investment organizations. 

. 28,047 

3,129,828 

112 

2.0 

Brokers. 

. 443 

3,504,154 

7,910 

2.2 

Corporations and firms. 

. 1,339 

1,892,286 

1,413 

1.2 

Other . 

. 2,171 

1,363,949 

628 

.9 


270,732 

127,299,959 


80.4 

Employes’ Profit Sharing Fund . . . 

. 1 

31,131,723 


19.6 


TOTALS 270,733 

158,431,682 


100.0 


TOTALS 





























































FINANCIAL REVIEW AND COMMENTS, continued 


eluding unrealized gains or losses—was 9,8 per cent. This 
compares with 9.7 per cent for 1974. The number of share¬ 
holders increased to 270,733 from 270,014 the previous year. 

Inventories were $1,878 billion (LIFO) at year end, down 5.1 
per cent. The decrease in inventories was due principally to 
intensified use of computer-assisted inventory control 
together with improvements in distribution flow. Merchan¬ 
dise on order amounted to $2.78 billion at the close of 1975. 

1975 profit sharing fund contribution totaled $99 million. 

Sears, Allstate and certain subsidiaries contributed to the 
Profit Sharing Fund as follows; 


(millions) 1975 1974 

Sears. $ 86 $ 88 

Allstate and other subsidiaries. 13 12 


total $ 99 $100 

The Savings and Profit Sharing Fund of Sears Employes 
was established in 1916. At December 31, 1975, 290,963 
regular and qualified part-time employes of Sears, Allstate 
and certain wholly owned domestic subsidiaries were par¬ 
ticipants in the Fund. 


The company also maintains a supplemental pension plan. 
The employer contribution to this plan is computed on an ac¬ 
tuarial basis, and retirement benefits are based on length of 
service and remuneration over $15,000 per year. In 1974, 
Sears changed its plan to provide full vesting after 10 years 
employment, and in 1975 changed certain actuarial methods 
and assumptions. Although these changes do not have a ma¬ 
terial effect on the plan’s annual cost, the changes sig¬ 
nificantly increase the actuarially computed vested benefits 
and unfunded past service costs. At January 31, 1976, the 
market value of the assets of the supplemental pension plan 
was $ 109 million less than the actuarially computed value of 
vested benefits. At January 31, 1976 and 1975 the market 
value of the equity investments was $ 12 million and $35 mil¬ 
lion, respectively, below cost. Allstate Insurance maintains 
its own supplemental pension plans. 

Financial statements of The Profit Sharing Fund and 
Sears Supplemental Pension Plan are shown below. 

Credit sales (gross) totaled $7,916 billion, resulting in ac¬ 
counts receivable at year end of $5,267 billion—$2,849 bil¬ 
lion revolving charge and $2,418 billion easy payment. The 
ratio of credit sales to total sales was 52.9 per cent, up from 
52.8 per cent in 1974. 



The Savings and Profit Sharing 

Sears Supplemental 


Fund of Sears Employes 

Pension Plan 

Financial Position ( millions — at market) 

December 31 

January 31 

1975 

1974 

1976 

1975 

Sears common stock at market value: 





1975—31,432,433 shares @ $6416 per share; 

1974—30,269,300 shares @ $4814 per share. 

$2,027* 

$1,460 



General investments— 





Short-term investments . 

110 

152 

$ 42 

$ 16 

Long-term bonds, notes and other obligations . 

79 

63 

61 

50 

Preferred stocks. 

l 

3 

— 

— 

Common stocks. 

. . . . 404 

252 

101 

93 

Members ownership or reserved for future benefits. 

$2,621 

$1,930 

$204 

$159 


Changes in Assets (millions) 

1975 

1974 

1976 

(975 

Total assets at beginning of year. 

Contributions from— 

$1,930 

$2,945 

$159 

$171 

Members. 

135 

129 

— 

— 

Employing companies. 

99 

100 

27 

23 

Investment income (net) . 

81 

75 

8 

7 

Gain (loss) on sale of general investments. 

Market appreciation (depreciation)— 

(13) 

1 

(3) 

(7) 

Sears stock . 

479 

(934) 

— 

— 

General investments. 

109 

037) 

22 

(27) 

Members’ withdrawals or pensions paid. 

(199) 

(249) 

(9) 

(8) 

Total assets at end of year. 

$2,621 

$1,930 

$204 

$159 

*At March 31, 1976, the market value of Sears common stock 

was $2,412 million ($76 3 /4 per share). 














































Retained Income and Depreciation 
Capital Expenditures 
in Millions of Dollars 
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Sears offers two types of credit plans in most states, a 
revolving charge account and an easy payment account. The 
revolving charge account plan allows an option of paying in 
full within 30 days with no finance charge, or paying in 
monthly installments with a finance charge. Payments are 
variable depending upon the amount owed with a minimum 
monthly payment of $10. Easy payment accounts are tradi¬ 
tional installment accounts with terms payable up to 36 
months; for certain home improvements, five-year terms are 
offered. 

Customer accounts increased 600,000 to 21.6 million. 
There were 15.3 million active revolving charge accounts 
with an average balance of $ 186, and 6.3 million active easy 
payment accounts with an average balance of $384. 

Included in the $5,267 billion customer accounts 
receivable are balances due after one year of $869 million 
which are expected to earn finance charge income at annual 
percentage rates ranging from 10 to 20 per cent. Collection 
experience for 1975 compared satisfactorily with past 
results. At year end, 1.18 per cent of accounts were 
delinquent three or more monthly payments compared with 
1.13 per cent the year earlier. Defaulted accounts (less than 
one full monthly payment received during the previous six 
months) represented four hundredths of one per cent of total 
accounts, the same as at the previous year end. The 
allowance for uncollectible account balances was $96 million 
at year end, and is adequate, based on experience. Charged- 
off accounts after recoveries and the related percentage to 
credit sales for the past five years were; 

Charged-off Per cent to 
Year (millions) accounts credit sales 


1975 . $54 0.68 

1974 . 44 0.58 

1973 . 35 0.50 

1972 . 35 0.55 

1971 . 38 0.66 


Unearned finance charges were $193 million, down $12 
million from the close of 1974. Finance charge revenue ex¬ 
ceeded the cost of credit operations by $8 million as com¬ 
pared with a $36 million deficit for 1974. Finance charge in¬ 
come and credit costs are presented on page 20, note 10, con¬ 
forming with a standard adopted within the retail industry. 


Long-term debt outstanding was $1,326 billion, compared 
with $ 1.095 billion at year end 1974. In March 1975, Sears 
issued $250 million in principal amount of IVt per cent 
debentures due 1985. Long-term debt is detailed on page 15. 


Short-term borrowings decreased $385 million to $2,683 bil¬ 
lion at year end. Short-term debt included in the Statement 
of Financial Position on page 14 is as follows: 


(millions) 

Commercial paper . 

Banks. 

Agreements with bank trust 

departments. 

Current maturity of 

long-term debt. 

TOTAL 


January 31 


1976 

1975 

Change 

$1,706 

218 

$2,301 

227 

$(595) 

(9) 

634 

540 

94 

125 

— 

125 

$2,683 

$3,068 

$(385) 


The average cost of al) moneys borrowed was 6.6 per cent in 
1975, down from 9.4 per cent in 1974. At the close of 1975, we 
had unused lines of bank credit approximating $2.2 billion. 

Working capital increased $295 million to $2,647 billion at 
year end. Current assets of $7,454 billion covered current 
liabilities of $4,807 billion 1.55 times. The source, use and 
increase (decrease) in working capital is detailed in the 
Statement of Changes in Financial Position on page 17. 

Sears Roebuck Acceptance Corp. is a wholly owned con¬ 
solidated subsidiary. A condensed statement of SRAC’s 


financial position follows: 

January 3] 

(millions) 1976 1975 

Notes of Sears, Roebuck and Co. $3,790 $4,120 

Cash and other assets . 4 3 

TOTAL assets $3,794 $4,123 

Short-term debt. $2,340 $2,840 

Other liabilities. 22 38 

Long-term debt— 

notes. 465 338 

senior . 50 50 

subordinated. 150 150 

Shareholder’s equity . 767 707 


TOTAL LIABILITIES AND EQUITY $3,794 $4,123 

Capital expenditures were $282 million, down $129 million. 

The major factors in the decline were previous completion of 
headquarters construction, reduced need for new support 
facilities and near completion of the current equipment pro¬ 
gram for automated store systems. Lower expenditures for 
new stores accounted for about one-fourth of the total reduc¬ 
tion. The company invested $223 million for the expansion 
and improvement of facilities; $59 million was spent for nor¬ 
mal replacement of equipment. Additionally, our landlords 
spent $20 million for stores and other properties leased to 
Sears. 

Funds allocated to retail, catalog and other operations in 


the last three years are as follows: 

Capital Expenditures (millions) 

1975 

1974 

1973 

Retail. 

$221 

$298 

$259 

Catalog. 

37 

45 

42 

Other operations . 

24 

68 

100 


total $282 $411 


$401 9 

















































FINANCIAL RLVILW AND COMMENTS, continued 


Sears property account reached $2,323 billion, an increase of 
$99 million during 1975. 

Chances in Property, Plant and Equipment—Net 


(millions) 

1975 

1974 

1973 

Beginning of year. 

$2,224 

$1,978 

$1,714 

Capital additions. 

282 

411 

401 

Depreciation. 

(166) 

049) 

(127) 

Dispositions. 

07) 

06) 

00) 

Net increase for the year .... 

99 

246 

264 

END OF YEAR 

$2,323 

$2,224 

$1,978 


35 new Sears stores were opened in 1975. T wenty-three of the 
stores are company-owned and encompass 84 per cent of new 
store space opened. The following is a breakdown of the 
number of retail stores opened, closed and reclassified during 


1975: 

Com¬ 

plete 

Medium 

Size 

Hard 

Lines 

Total 

New markets. 

12 

5 

2 

19 

Relocations. 

_9 

7 

— 

16 

Total opened. 

21 

12 

2 

35 

Closed-converted. 

(5) 

(12) 

00 

(28) 

Reclassified (net) . 

— 

JO 

l 


Increase . 

Units in operation at end 

16 

(0 

(8) 

7 

of year . 

335 

374 

149 

858 

Sears replaced 16 of the 

28 closed stores 

with 

modern 


units in the same shopping communities. We enlarged and 
modernized three stores and reclassified one. Sears expects 
these new stores to contribute to future sales and profit goals. 
Expansion of the retail system totaled 5.7 million square feet 
of gross space. The net addition after adjusting for closings 
was 3.1 million square feet. 

Retail space increased as follows; 

Gross Square Feet (millions) 

Retail Unit 1975 1974 Change 


Full line stores. 

. 71.3 

67.7 

3.6 

Medium-size stores . . . 

. 28.9 

29.0 

(.1) 

Hard lines stores. 

. 3.7 

3.9 

(.2) 

Other units . 

. 4.9 

5.1 

(.2) 


TOTAL 108.8 

105.7 

3.1 


The number of other Sears selling units, including units 
operated by independent catalog merchants, continued to 
grow with the addition of 32 other selling facilities. 


Sears invested $1.8 billion in the last five years for new and 
improved facilities and normal replacement of equipment. 
This included $1,223 billion for 89 complete department 
stores, 63 medium size units and 11 hard lines stores and en¬ 
largement of 29 existing stores; approximately 19.2 million 
square feet was added to gross retail space. Eighty-six, or 
more than half of these 163 new units, were in new areas. 


The other 77 units were built to replace older stores in the 
same communities. Sears has been in the retail store business 
for 50 years and our policy calls for the continuing im¬ 
provement or relocation of our older store facilities to more 
productive locations. 

At the close of fiscal 1975, Sears operated 335 complete 
department stores, 374 medium size units and 149 hard lines 
stores. The company had 108.8 million gross square feet of 
retail space in operation. 

In the last five years Sears invested $243 million in catalog 
operations. This included expenditures for new catalog mer¬ 
chandise distribution centers in Columbus, OH and Jack¬ 
sonville, FL; major enlargements of other catalog centers; 
and our new national catalog fashion merchandise distribu¬ 
tion center in Elk Grove Village, IL which will open in 
Spring 1976. 

Sears owns 251 of the complete department stores and 100 
of the medium size stores. All of the hard lines stores are 
leased. Most of our 1,607 catalog, retail and telephone sales 
offices are occupied under short-term leases. The general 
offices at Sears Tower, the new 1 10-story office building in 
Chicago; the territorial office buildings; the 13 catalog mer¬ 
chandise distribution centers, and 127 warehouses, including 
55 of the major distribution warehouses, are owned by the 
company. The general office located in New York City and 
the remaining warehouses are leased. 

Financial position continues excellent. In 1975, Sears gener¬ 
ated $712 million in funds provided from operations and 
short-term deferred income taxes. 

At the close of the year, working capital totaled $2,647 
billion. Capitalization of $9.311 billion included $2,683 bil¬ 
lion short-term debt, $1,326 billion long-term debt and 
$5,302 billion shareholders’ equity. 

Sears is in excellent financial condition as indicated by the 
following comparative figures: 


Capitalization (billions) 



1975 

% 

1974 

% 

Short-term debt. 

$2,683 

29 

$3,068 

35 

Long-term debt. 

1.326 

14 

1.095 

12 

Shareholders’ equity*. 

5.302 

57 

4.731 

53 

TOTAL 

$9.31! 

100 

$8,914 

100 

includes Allstate’s unrealized 

losses on 

equity securities of 

$196 million and $467 million, 

respectively. 



Progress in Equal Opportunity: 

In 1975, 

your 

company 

con- 


tinued to advance and to broaden the various components of 
its Affirmative Action Program. The Program is founded on 
the premise that a truly effective corporate commitment to 
equal opportunity must touch on every facet of company ac¬ 
tivity. Therefore, while equal employment opportunity 
remained a key aspect of the Sears Affirmative Action Pro¬ 
gram, a variety of other company functions which constitute 
responsible corporate citizenship were given additional em¬ 
phasis, including minority economic development. 

To supplement the progress it continues to make in the 










































minority economic development areas of banking, advertis¬ 
ing and the purchase of goods and services. Sears last year 
established a subsidiary corporation, Tower Ventures, Inc., a 
Minority Enterprise Small Business Investment Company 
(MESBIC). Licensed by the Small Business Administra¬ 
tion, Tower Ventures provides basic services for businesses 
which are owned 51 per cent or more by “socially and 
economically disadvantaged Americans”. More specifically, 
it makes available long-term capital by lending funds to 
these businesses, guarantees loans made to them by third 
parties, and helps them locate management and technical 
assistance. 

To maximize their potential success. Tower Ventures will 
concentrate on funding those businesses which can supply 
Sears with goods and services. However, it will also assist 
them in the development of a total marketing program. 

Sears continued to administer its formal equal em¬ 
ployment opportunity program in a business-like manner in 
1975. It again increased the representation of minorities in 
its total work force. Through ongoing development and 
application of increasingly sophisticated reporting systems 
that measure progress and identify strengths and weak¬ 
nesses, the company also has made positive progress in its 


program to get women and minorities into management. 
Since 1969, the number of minority employes has risen by 
32,206 or 87 per cent. Today, minorities represent 18 per 
cent of all Sears employes. Further, while the total number 
of our Officials and Managers increased by 8,839 or 23 per 
cent from February, 1969 to January, 1976, minorities 
increased by 2,978 or 304 per cent and women increased by 
7,921. or 104 per cent in this category. Management has 
achieved these significant increases through training and 
promotion and through the corporate College Recruitment 
Program, wherein more than 60 per cent of the company’s 
college recruits in the Management Training Program are 
minorities and women. 

Through its demonstrated good faith efforts, Sears will 
continue to move ahead in its commitment to Affirmative 
Action. Each of its unit managers knows that they are 
evaluated, compensated and promoted on the basis of how 
well they adhere to all company objectives including those of 
the Affirmative Action Program. 

The table below shows the percentages and total number 
of Sears employes in each EEOC category as of February 
1969 and January 1976. 


Percentage of Male, Female and Minority Employes 
in Each EEOC Job Category* 

Asian 

Male Female Black American 

Job Categories % % % % 

Native 

American 

% 

Spanish- 

Surnamed 

American 

% 

Employes in 
each job 
category 
(in thousands) 


Feb. Jan. 

Feb. Jan. 

Feb. Jan. 

Feb. 

Jan. 

Feb. Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Date 

’69 ’76 

’69 ’76 

’69 ’76 

’69 

’76 

’69 

’76 

’69 

'76 

’69 

’76 

Officials and Managers 80.3 67.3 

19.7 32.7 

1.2 5.8 

.2 

.3 

.1 

2 

1.0 

2.0 

38.6 

47.4 

Professionals 

85.3 54.3 

14.7 45.7 

.7 4.8 

.2 

1.2 

.0 

.0 

.3 

2.0 

1.6 

3.1 

Technicians 

86.6 54.2 

13.4 45.8 

3.7 9.7 

.6 

2.0 

.3 


2.6 

3,2 

3.4 

1.9 

Sales Workers 

41.3 36.6 

58.7 63.4 

4.4 11.4 

.6 

.7 

.1 

.2 

1.9 

3.7 

120.7 

131.6 

Office and Clerical 

13.1 11.9 

86.9 88.1 

5.4 12.4 

.7 

.8 

.1 

.2 

2.6 

4.5 

93.2 

100.4 

Craft Workers 

94.6 93.5 

5.4 6.5 

4.0 7.4 

.8 

.8 

.2 

.3 

3,4 

5.1 

24.7 

27.6 

Operatives 

87.1 89.6 

12.9 10.4 

16.7 15.8 

.7 

1.0 

.1 

.3 

4.7 

6.5 

30.1 

15.3 

Laborers 

59.6 68.5 

40.4 31.5 

24.7 23.5 

.2 

.6 

.2 

.3 

9.1 

6.6 

14.1 

39.1 

Service Workers 

64.4 58.8 

35.6 41.2 

39.0 30.4 

.7 

1.1 

.1 

.3 

2.5 

6.1 

13.3 

16.4 

All Categories 

48.3 44.6 

51.7 55.4 

7.6 12.8 

.6 

.7 

.1 

.2 

2.7 

4.3 

339.8 

382.8 


Job Categories as defined by U.S. Equal Employment Opportunity Commission 






FINANCIAL REVIEW AND COMMENTS, continued 


Sears expansion plans for 1976 are: 

—To open 28 retail stores, including 13 in new markets. 

Seventeen will open in the first half. The 1976 openings 
will total four million gross square feet, a net addition after 
adjusting for relocated stores of approximately 2.9 million 
square feet. 

—To open the national catalog fashion merchandise dis¬ 
tribution center in Elk Grove Village, IL. 

Capital expenditures for 1976 are estimated to exceed 
$275 million. This includes amounts for expansion of cat¬ 
alog, retail and sales supporting facilities and amounts for 
remodeling and normal replacements. Our landlords will 
spend an additional $22 million on Sears stores. 


Assets, Liabilities and Shareholders’ Equity 


in Billions of Dollars 



Retail Stores Opened In 1975 (35) 

Complete Department Stores (21) 

Akron, OH— Rolling Acres Shopping Center 
Aurora, CO— Aurora Mall 
Aurora, IL— Fox Valley Center 
Dallas, TX— Red Bird Mall * 

Daytona Beach, FL— Volusia Mall* 

Deptford, NJ— Deptford Mall 

Eden Prairie, MN— Eden Prairie Center t 

Fairview Heights, IL— St. Clair Square Shopping Center* 

Fayetteville, NC— Fayetteville Shopping Center * 

Hampton, VA —New Market North Shopping Center* 

Hanover, MA —Hanover Mall 

Indianapolis, IN— Washington Square Shopping Center* 
Jacksonville, FL —Orange Park 
Macon, GA —Macon Mall* 

Minnetonka, MN— Ridgedale Mall 
N. Clearwater, FL— Countryside 
Richmond, VA— Regency 
Spartanburg, SC— West Gate Mall* 

Sterling Heights, MI— Lakeside Mallj 
Tampa, FL— University Mall 
Winston-Salem, NC— Hanes Mall* 


Medium Size Stores (12) 

Bristol, VA— Bristol Mall* 

Champaign, IL— Market Place Mall* 

Galesburg, IL— Sandburg Mall* 

Hemet, CA— Sears Plaza 
Norman, OK— Sooner Fashion Mail 
Pocatello, ID— Pocatello Mall 
Redding, CA— Mt. Shasta Mall 
Santa Maria, CA— Town Center * 

San Salvador, El Salvador— Metro Center 
Swansea, MA— Swansea Mall* 

Tyler, TX— Broadway Square Shopping Center* 
Visalia, CA— Sequoia Mali* 

Hard Line Stores (2) 

Kendallville, IN 
Tegucigalpa, Honduras 

* Replaced existing store 

fLocated in Homart Development Co. shopping center 


Facilities, January 31, 1976 

Retail Stores 

Complete Department Stores.335 

Medium Size Department Stores.374 

(carrying extensive assortment of general 
merchandise) 

Hard Lines Stores.149 


(carrying major household appliances, hard lines, 

sporting goods and automotive supplies) _ 

858 


Catalog Merchandise Distribution Centers.13 

Other Selling Facilities and Independent 

Catalog Merchants.2,918 

Major Distribution Warehouses.82* 

(for retail store groups) 

Service and Parts Centers.170 


*Plus 348 other warehouses serving individual stores. 
























STATEMENT OF INCOME 


S in thousands 


Net sales (including finance charge revenues—note 10) 

Cost of sales, buying and occupancy expenses. 

Selling and administrative expenses. 


Operating income from sales and services 
Other income (loss). 


Year Ended January 31 


1976 


$13,639,887 

8,543,844 

3,941,369 

12,485,213 

1,154,674 

96 


1975* 


$13,101,210 

8,200,465 

3,830,027 

12,030,492 

1,070,718 

(4,022) 


Equity in income of (note 1) 

Allstate Group 

Insurance companies 

In accordance with prescribed standards, unrealized increases (decreases) in the mar¬ 
ket value of equity investments of $271,803 and ($421,079) are not included in the 
determination of net income. 


Underwriting and investment income. 52,606 156,375 

Realized capital gains . 11,847 10,830 

Allstate Enterprises, Inc. 11,464 536 

75,917 167,741 

Other unconsolidated subsidiaries and affiliates. 40,216 12,456 

Other companies (dividends). 1,799 1,977 

117,932 182,174 

Income before general expenses. 1,272,702 1,248,870 


General expenses 

Interest (less capitalization of $7,411 and $19,570). 271,169 361,347 

Contribution to Employes’ Profit Sharing Fund . 86,442 87,783 

Income taxes (note 4). 392,500 303,842 

750,111 752,972 


Net income. $ 522,591 $ 495,898 

Per share (average shares 158,034 and 157,473). $3.31 $3.15 


Restated (see note 2, page 19), 

See accompanying statement of accounting policies and notes to financial statements. 


13 









































STATEMENT OF FINANCIAL POSITION 


$ in thousands January 31 

1976 1975* 

Assets 

Current Assets 

Cash. $ 277,437 $ 192,015 

Receivables. 5,200,660 4,979,355 

Inventories (note 3). 1,877,609 1,979,280 

Prepaid advertising and other charges. 97,904 97,827 

Total Current Assets. 7,453,610 7,248,477 

Investments (note 1) 

Allstate Insurance Company (cost $61,874 and $54,600). 1,148,915 839,418 

Other investments and advances. 645,025 531,795 

1,793,940 1,371,213 

Property, Plant and Equipment . 2,322,556 2,223,930 

Deferred Charges. 6,467 5,409 

Total Assets. $1 1,576,573 $10,849,029 


Liabilities 

Current Liabilities 
Short-term borrowings (note 11) 

Commercial paper. 

Banks. 

Agreements with bank trust departments 
Current maturity of long-term debt 
Accounts payable and accrued expenses. . . 
Unearned maintenance agreement income . 
Deferred income taxes. 

Total Current Liabilities. 

Deferred Income Taxes. 

Long-Term Debt. 

Total Liabilities. 


Shareholders’ Equity 


$ 1,706,286 
217,567 
634,384 
125,000 
1,1 19,604 
221,562 
782,673 

4,807,076 
140,804 
1,326,252 
$ 6,274,132 


$ 5,302,441 


$ 2,300,742 
227,181 
539,615 

844,876 

203,240 

781,620 

4,897,274 
105,362 
1,095,120 
$ 6,097,756 

$ 4,751,273 


•Restated (see note 2, page 19). 

See accompanying detail, statement of accounting policies and notes to financial statements. 







































FINANCIAL POSITION DETAIL 


$ in thousands 


RECEIVABLES 

Customer installment accounts receivable 

Revolving charge accounts. 

Easy payment accounts. 

Other customer accounts (net of $50,022, and $60,967 accounts sold) 
Miscellaneous accounts and notes receivable. 

Less—unearned finance charges. 

allowance for uncollectible accounts. 


OTHER INVESTMENTS AND ADVANCES 
Allstate Enterprises, Inc. (cost $107,456 and $82,456—note 5) 

International subsidiaries (cost $11 1,678 and $92,050). 

Simpsons-Sears Limited (cost $64,047 and $40,569). 

Homart Development Co. (cost $24,659 and $24,255). 

Other subsidiaries and affiliates (cost $39,051 and $44,235) . . 
Investments and advances (principally at cost). 


PROPERTY, PLANT AND EQUIPMENT (at cost) 

Land. 

Buildings and improvements. 

Furniture, fixtures and equipment . 

Total property, plant and equipment. 

Less accumulated depreciation. 


ACCOUNTS PAYABLE AND ACCRUED EXPENSES 

Accounts payable. 

Accrued expenses. 

Federal income taxes accrued. 

Other accrued taxes. 


LONG-TERM. DEBT (note 6) 

Sears, Roebuck and Co. 

8 l /s% Notes, due 1976 . 

4 3 A% Sinking Fund Debentures, due 1983 . 

Vk% Debentures, due 1985 . 

6%% Sinking Fund Debentures, due 1993 . 

8 5 /s% Sinking Fund Debentures, due 1995 . 

6.2% Notes, due 1988 (Swiss Francs 80,000) . 

Sears Roebuck Acceptance Corp. 

5.67% Notes, rate subject to fluctuation; notes callable after 13 months 

under agreements with bank trust departments. 

5% Debentures, due 1982 . 

4 5 / 8 % Subordinated Debentures, due 1977 . 

8%% Subordinated Debentures, due 1986 . 


January 31 


1976 

1975* 

$2,849,439 

$2,559,657 

2,417,457 

2,488,609 

63,114 

67,225 

159,243 

163,010 

5,489,253 

5,278,501 

193,023 

205,308 

95,570 

93,838 

$5,200,660 

$4,979,355 


$ 160,664 

$ 124,200 

122,403 

105,484 

142,229 

111,944 

66,471 

46,051 

110,625 

101,562 

42,633 

42,554 

$ 645,025 

$ 531,795 


$ 291,013 

$ 288,935 

2,152,843 

2,033,295 

1,184,928 

1,093,239 

3,628,784 

3,415,469 

1,306,228 

1,191,539 

$2,322,556 

$2,223,930 


$ 415,930 

$ 352,61 1 

286,049 

252,696 

188,882 

79,793 

228,743 

159,776 

$1,119,604 

$ 844,876 


$ — 

$ 125,000 

166,000 

182,000 

250,000 

— 

89,500 

93,000 

125,000 

125,000 

30,752 

32,120 


465,000 

338,000 

50,000 

50,000 

25,000 

25,000 

125,000 

125,000 

$1,326,252 

$1,095,120 
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STATEMENT OF SHAREHOLDERS’ EQUITY 


$ in thousands 


Year Ended January 31 



1976 

1975 

1976 

1975* 

Common Stock (including capital in excess of par value)—$ 1.50 par 
value, 200,000,000 shares authorized; issued and outstanding as 
follows: 

Balance, beginning of year. 

Stock options exercised (note 8). 

Issued to Profit Sharing Fund. 

Equity in capital transactions of Simpsons-Sears Limited . . . 

(shares) 

157,827,374 157,343,092 

8,100 — 
710,260 484,282 

$ 615,806 
423 
47,998 
726 

$ 591,333 

23,999 

474 

Balance, end of year. 

158,545,734 

157,827,374 

664,953 

615,806 

Retained Income 

Balance, beginning of year (note 2). 

Net income (note 2). 

Dividends to shareholders ($1.85 per share, both years) . 



4,602,964 

522,591 

(292,373) 

4,398,365 

495,898 

(291,299) 

Balance, end of year. 



4,833,182 

4,602,964 

Unrealized capital gains (losses) on equity investments of Allstate 
Insurance Company (see pages 26-30): 

Balance, beginning of year (note 2). 

Change in unrealized capital gains (losses). 



(467,497) 

271,803 

(46,418) 

(421,079) 

Balance, end of year. 



(195,694) 

(467,497) 

Total Shareholders’ Equity. 



$5,302,441 

$4,751,273 


^Restated (see note 2, page 19). 

See accompanying statement of accounting policies and notes to financial statements. 


Report of Certified Public Accountants 
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To the Shareholders and Board of Directors 
of Sears, Roebuck and Co.: 

We have examined the statement of Financial Position of 
Sears, Roebuck and Co. and consolidated subsidiaries as of 
January 31, 1976 and 1975, and the related Statements of 
Income, Shareholders’ Equity and Changes in Financial 
Position for the years then ended. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements 
present fairly the financial position of Sears, Roebuck and 
Co. and consolidated subsidiaries at January 31, 1976 and 
1975, and the results of their operations and changes in their 
financial position for the years then ended, in conformity 
with generally accepted accounting principles consistently 
applied during the period except for the change in the 
method of valuing inventories, and after restatement for 
foreign currency translation and marketable securities, all as 
described in note 2 to the financial statements and with 
which we concur. 



Chicago, Illinois, April 5, 1976 



































STATEMENT OF CHANGES IN FINANCIAL POSITION 


$ in thousands Year Ended January 31 

1976 1973* 

SOURCE OF WORKING CAPITAL 

Net income. $ 522,591 $ 495,898 

Depreciation. 165,829 148,955 

Deferred income taxes. 35,442 45,081 

Stock issued to Profit Sharing Fund. 47,998 23,999 

Undistributed net income of unconsolidated subsidiaries. (59,803) (161,021) 

Currency translation (gains) losses—6.2% notes, due 1988 . (1,368) 7,624 

From operations. 710,689 560,536 

Cash for stock issued under options. 423 

Proceeds from long-term debt issues . 250,000 125,000 

Change in )3 month notes . . 127,000 (18,000 ) 

1,088,112 667,536 

USE OF WORKING CAPITAL 

Cash dividends to shareholders. 292,373 291,299 

Property additions, less dispositions. 264,455 394,691 

Long-term debt reduction. 144,500 

Changes in investments and deferred charges. 91,453 8,926 

792,781 694,916 

INCREASE (DECREASE) IN WORKING CAPITAL. 295,331 (27,380) 

CHANGES IN WORKING CAPITAL COMPONENTS 
Current Assets 

Cash. 85,422 (6,070) 

Receivables. 221,305 364,1 10 

Inventories. (101,671) 100,179 

Prepaid advertising and other charges. 77 18,550 

Increase in current assets. 205,133 476,769 


Current Liabilities 
Short-term borrowings 

Commercial paper. (594,456) 391,701 

Banks. (9,614) 56,190 

Agreements with bank trust departments. 94,769 109,820 

Current maturity of long-term debt. 125,000 

Accounts payable and accrued expenses. 274,728 (114,463) 

Unearned maintenance agreement income. 18,322 10,418 

Deferred income taxes. 1,053 50,483 

Increase (decrease) in current liabilities. (90,198) 504,149 

INCREASE (DECREASE) IN WORKING CAPITAL. 295,331 (27,380) 

WORKING CAPITAL (at January 31). 52,646,534 $2,351,203 


Restated (see note 2, page 19). 

See accompanying statement of accounting policies and notes to financial statements. 
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STATEMENT OF ACCOUNTING POLICIES 


Basis of consolidation 

The financial statements include the accounts of Sears and 
all its wholly owned domestic subsidiaries directly related to 
retail distribution. The principal such consolidated sub¬ 
sidiaries are Sears Roebuck de Puerto Rico, Inc. and Sears 
Roebuck S. A. (Central America). In addition, the wholly 
owned finance subsidiary, Sears Roebuck Acceptance Corp., 
is consolidated. 

Investments 

The investment in Allstate Insurance Companies includes 
unrealized gains and losses on marketable equity securities. 

The principal companies in which Sears ownership ex¬ 
ceeds 20 per cent and which are carried at cost plus Sears 
equity in undistributed income since acquisition dates are: 
Allstate Insurance Companies (wholly owned, page 24) 
Allstate Enterprises, Inc. (wholly owned, page 30) 

Homart Development Co. (wholly owned, page 31) 
International subsidiaries (78 to 100% owned, page 32) 
Simpsons-Sears Limited (41.1% owned—49.9% 
of voting stock, page 32) 

Roper Corporation (41.5% owned) 

DeSoto, Inc. (31.7% owned) 

Kellwood Company (22.7% owned) 

Universal-Rundle Corporation (59.7% owned) 

Inventories 

Prior to February 1, 1975, merchandise inventories were val¬ 
ued at the lower of cost (first-in, first-out—FIFO) or market. 
For periods subsequent to February 1, 1975, substantially all 
domestic merchandise inventory is valued at the lower of 
cost (last-in, first-out—LIFO) or market by application of 
accepted Bureau of Labor Statistics price indices to inven¬ 
tories at their selling values. 

Property and depreciation 

Sears provides depreciation by the straight-line and acceler¬ 
ated methods for additions prior to 1968. The straight-line 
method is used for subsequent additions. Certain display and 
other items in new, relocated, enlarged stores or major 
remodelings are written off within one year. 

The estimated useful lives for depreciation purposes are: 


Major structures.25 to 50 years 

Parking space.10 to 20 years 

Furniture and fixtures.6 to 10 years 

Transportation equipment.3 to 8 years 


Income taxes 

The investment tax credit is reflected as a reduction in cur¬ 
rent income taxes (flow-through method). 

Income tax expense is based upon the financial statement 
reported earnings. Deferred taxes arise due to differences in 
reporting of income for tax purposes (note 4). 

U.S. income and foreign withholding taxes are not provid¬ 
ed on unremitted earnings of international companies which 
Sears considers to be permanent investments. 


Recognition of income 

Profit on merchandise sold on credit is included in con¬ 
solidated income in the year of sale. In accordance with cus¬ 
tomary trade practices, uncollected balances which will 
become due after one year are included as current assets. 
Revenue from services to be performed over future periods is 
recognized over the time interval. The principal such items 
are maintenance agreement sales and finance charges on 
easy payment accounts. 

Equity in income of unconsolidated subsidiaries and af¬ 
filiates is based upon Sears share of their reported earnings. 
Earnings of insurance companies do not include differences 
between cost and market values of marketable equity invest¬ 
ments or other securities. 

Expenses and intangibles 

Expenses are charged to operations as incurred except for 
the following which are deferred, as indicated, to future ac¬ 
counting periods to achieve a better matching of costs and 
revenues: 

Production costs of major catalogs—over the revenue- 
producing lives of 2 to 6 months. 

Debenture discount and expense by the straight-line meth¬ 
od—over the lives of the debentures, assuming minimum 
sinking fund requirements. 

Carrying costs (real estate taxes and interest) of construc- 
tion-in-progress and land held for future use, to the extent 
market value is not exceeded—over the depreciable life of 
the structure when placed in economic use. The interest 
capitalized is based on the cost of land and construction 
and the average cost of borrowed funds. 

The company provides and funds the current costs of its 
supplemental pension plan. 

Net income per share 

Net income per share of common stock is based on the aver¬ 
age number of shares outstanding during each year. The 
dilutive effect resulting from the assumed exercise of out¬ 
standing stock options is not material. 







NOTES TO FINANCIAL STATEMENTS 


1. Financial Information of principal unconsolidated sub¬ 
sidiaries and affiliates 

The financial statements of Allstate Insurance Company 
and consolidated subsidiaries; condensed financial state¬ 
ments of Allstate Enterprises, Inc., Homart Development 
Co. and Simpsons-Sears Limited; and selected data on Inter¬ 
national Operations are included in this annual report. 

2. Changes in accounting 

In 1975, the company modified certain accounting policies 
as follows: 

(a) Effective February 1, 1975, the company adopted the 
last-in, first-out (LIFO) method of inventory valuation for 
substantially all domestic inventories. The change effected a 
better matching of current costs with revenues. The change 
reduced reported net income for the year 1975 by $3 million 
(2$ per share). The pro forma effect on net income and net 
income per share for periods prior to February 1, 1975 is not 
determinable. Because of the change to the LIFO method, 
the financial statements for the year ended January 31, 
1976, are not comparable to any prior year. 

(b) The company and its subsidiaries conformed their ac¬ 
counting policy with a new financial accounting standard 
requiring recognition of any foreign currency translation 
gain or loss related to long-term debt in the period when it 
occurred. The financial statements for 1974 and prior years 
have been restated for this change as follows: 

Retained income— 
Net income— Years 


(thousands) Year 1974 Through 1973 

As previously 

reported. $511,391 $4,405,208 

Foreign currency 
translation 

(decrease). (15,493) (6,843) 

As restated . $495,898 $4,398,365 


(c) The company modified its method of accounting for un¬ 
realized gains and losses on marketable equity securities to 
comply with another new financial accounting standard. The 
company restated its investment in Allstate Insurance Com¬ 
pany and the Statement of Shareholders’ Equity to include 
Allstate’s unrealized gains and losses on equity securities. 
This restatement does not affect net income for any period; 
however, it did decrease the company’s investment in All¬ 
state and Shareholders’ equity at January 31, 1975 by 
$467,497,000. At January 31, 1976 this amount had been 
reduced to $195,694,000. 

The company also reclassified certain merchandise 
promotion costs and non-operating income. These reclas¬ 
sifications had no effect on previously reported net income. 


3. Inventories 

Effective February 1, 1975, the company adopted the last-in, 
first-out (LIFO) method of inventory valuation for substan¬ 
tially all domestic inventories. If the first-in, first-out (FIFO) 
method of inventory accounting had been used by the com¬ 
pany, inventories would have been $6,892,000 higher than 
reported at January 31, 1976. 


4. Income taxes 

Federal and state income taxes consist of: 

Year Ended 
January 31 

(millions) 1976 1975 

Current portion (before investment 

tax credit). $363 $218 

Investment tax credit (flow-through 

method) . (13) (12) 

Deferred tax expense— 

Current 

Installment sales. 24 58 

Receivable reserves. 7 (1) 

Maintenance agreement income. (10) (5) 

Supplemental pension costs. (9) — 

Other. (5) (1) 

Long-term 

Depreciation. 30 32 

Carrying costs of property. 4 12 

Other. 2 3 

TOTAL DEFERRED 43 98 

Financial statement income tax provision . . $393 $304 


The financial statement tax expense for 1975 and 1974 in¬ 
cludes state income tax expense of $41 million ($5 million 
deferred) and $30 million ($13 million deferred), respective¬ 
ly. A reconciliation of effective rates, based upon income 
before taxes and equity in income of unconsolidated sub¬ 
sidiaries, with the statutory federal tax rate is: 

Year Ended 

January 31 

1976 1975 


Statutory federal income tax rate. 48.0% 48.0% 

State income taxes, net of federal 

income taxes. 2.7 2.5 

Investment tax credit (flow-through 

method) . (1.7) (2.0) 

Miscellaneous items. .2 .7 

Effective income tax rate. 49.2% 49.2% 


5, Acquisition 

On July 31, 1975, Allstate Savings and Loan Association, a 
wholly owned subsidiary of Allstate Enterprises, Inc., pur¬ 
chased Empire Savings and Loan Association for approx¬ 
imately $25 million. Funds in a corresponding amount were 
contributed to Allstate Enterprises, Inc. by Sears. 







































NOTES TO FINANCIAL STATEMENTS, continued 


6. Long-term debt 

The indentures provide that the company cannot take cer¬ 
tain actions, including the declaration of cash dividends, 
which would cause its unencumbered assets to drop below 
\ 50 per cent of liabilities. The excess unencumbered assets 
at January 31, 1976, were $836 million. 

Aggregate long-term debt maturities, including minimum 
sinking fund payments (excludes $465 million of 5.67% 
notes which have no specified maturity and amounts clas¬ 
sified as current liabilities) through January 31, 1981 are: 

(millions) 

Year Ended January 31 

1978..$49 1979..$24 1980..$25 1981..$25 

7. Supplemental pension plan 

This noncontributory plan provides pension benefits to sala¬ 
ried employes based upon length of service and remunera¬ 
tion over $15,000 per year. For fiscal years 1975 and 1974, 
the company provided $26,783,000 and $22,994,000, re¬ 
spectively, for this plan. In 1974, Sears changed its plan to 
provide full vesting after 10 years’ employment, and in 1975 
changed certain actuarial methods and assumptions. Al¬ 
though these changes did not have a significant effect on the 
plan’s annual cost, the changes significantly increased the 
amount of vested benefits and unfunded past service costs. 

At January 31, 1976, the actuarially computed value of 
vested benefits was $109,028,000 in excess of the market 
value of the plan’s assets. The actuarially computed unfund¬ 
ed past service costs (amortizable over 40 years), which in¬ 
cludes provision for both vested and non-vested benefits, in¬ 
creased to $246,072,000 at January 31, 1976. The increase 
resulted primarily from a reallocation of future costs for 
present employes to past service costs. 

8. Employe stock options 

Options under Sears plans are granted at the fair market 
value on the date of the grant. Generally options become 
exercisable in four annual and cumulative installments 
beginning one year after the date of grant and expire 10 
years after the date of grant. 

On December 9, 1975, options for 140,020 shares were 
granted to 208 employes at $66.57 per share. 

Outstanding options at year end ranged in price from 
$52.19 to $116.44 per share, aggregating $183,781,000. At 
January 31, 1976, 878,779 shares were exercisable and 
1,589,932 shares were available for future grants under the 
1967 and 1972 Employe Stock Plans. 

A summary of option shares outstanding is: 


Year Ended 
January 31 

(thousands of shares) 1976 1975 

Beginning balance. 3,553 3,21 1 

Cancelled. (207) (3,147) 

Granted. 140 3,489 

Exercised . (8) _— 

20 Ending balance. 3,478 3,553 


9. Leases 

Rental payments are based upon contractual minimum rates 
and, for certain retail stores, amounts in excess of these mini¬ 
mum rates are payable based upon specified percentages of 
sales. Certain of the leases include renewal or purchase 
provisions at the company’s option. Minimum fixed rentals 
exclusive of taxes, insurance and other expenses payable di¬ 
rectly by the company under leases (over one year) in effect 
as of January 31, 1976 are: 

(millions) 

1976— $74* 1979—$52* 1981-1985—$200 

1977— $68* 1980—$47* 1986-1990—$142 

1978— $58* 1991-1995—$ 92 

after 1995—$ 95 

*Includes computer rentals of $ 13, $8, $4, $2 and $1 million, 
respectively. 

The present value (interest rates range from 3.4% to 8.5% 
with a 6.4% weighted average interest rate) of all future con¬ 
tractual minimum rental payments on the above leases (all 
presented on a net lease basis) as of January 31, 1976, is 
$422 million. 

If financing leases, as defined by the Securities and Ex¬ 
change Commission, had been recorded as long-term debt 
and the related property rights depreciated under the 
straight-line method, net income for the year ended January 
31, 1976, would have been decreased by $1.8 million. The 
present value of these financing leases (5.9% weighted aver¬ 
age interest rate) at January 31, 1976, is $357 million. 

10. Credit operations 

Details of finance charge revenues and credit costs, present¬ 
ed in conformity with industry standards, follow. Pro forma 
interest was computed on average installment receivables 


less applicable net deferred taxes. 

Year Ended 
January 31 

(millions) 1976 1975 

Finance charge revenues 
(included in net sales) 

Revolving charge accounts. $376 $331 

Easy payment accounts. 307 318 

$683 $649 

Credit sales expense, including expenses in 

stores. $356 $322 

Provision for uncollectible accounts. 56 52 

Pro forma interest (at percentage rates 

below). 255 345 

Income taxes (benefit). 8 (34] 

$675 $685 

Income over (under) expenses. $ 8 $(36] 

Average cost of funds borrowed. 6.6% 9.4% 

































11. Short-term borrowings 

The company obtains required short-term funds through the 
placement of commercial paper, borrowings from banks and 
under agreements with bank trust departments. At January 
31, 1976, the company had unused lines of bank credit 
approximating $2.2 billion of which more than $350 million 
is also available for use by a designated subsidiary. The 


credit lines are renewable annually at various dates and 
provide for loans of varying maturities at the prime rate. 
There are no formal or informal compensating balance ar¬ 
rangements with any of the banks. 

Selected details of the company’s short-term borrowings 
are as follows: 

Agreements with 
Bank trust departments 


Commercial paper 


Banks 


(millions) Amount 

Balance, January 31, 1976 . $1,706 

Average during 1975 . 2,017 

Maximum during year (month end). 2,232 

Balance, January 31, 1975 . $2,301 

Average during 1974 . 2,313 

Maximum during year (month end). 2,664 


Weighted 

interest 

rate 

Amount 

Weighted 

interest 

rate 

Amount* 

Weighted 

interest 

rate 

5.1% 

$218 

7.1% 

$629 

5.2% 

6.1 

248 

7.9 

580 

6.3 


403 


629 


7.7% 

$227 

10.3% 

$509 

6.5% 

10.0 

308 

11.0 

414 

9.0 


415 


509 



* Excludes $5 million and $30 million of current maturities of 13 month fluctuating interest rate notes 
in 1976 and 1975, respectively. 


Year Ended January 31 


12. Supplementary income statement information (thousands) 

(a) The following items are included in costs and expenses 
before operating income from sales and services (page 13); 

Advertising costs (excluding catalog). $378,266 

Taxes—payroll. 

property. 

other . 

Depreciation of property. 

Rents—property (includes contingent rentals, based primarily upon sales, of $32.9 million for 

1975 and $33.2 million for 1974) . 

equipment. 

Repairs and maintenance. 

(b) Capitalization of the carrying costs (real estate taxes and interest) 
of property held for future use increased net income by: 

Sears. 

Unconsolidated subsidiaries. 

(c) Foreign currency translation gains (losses) included in net income are; 

Sears. 

Unconsolidated subsidiaries. 


1976 

1975 

$378,266 

$362,101 

195,170 

191,664 

93,019 

83,815 

26,862 

24,744 

165,829 

148,955 

103,313 

97,245 

27,320 

24,343 

102,865 

93,409 

$ 3,371 

$ 9,619 

4,652 

3,417 

$ 1,171 

$ (7,266) 

(511) 

(14,722) 


13. Pending legal proceedings 

Actions are pending against Sears in nine states alleging that 
its finance charges or method of computing charges violate 
the laws of those states. Similar actions are pending against 
other retailers. In August, 1973, a commissioner of the 
Equal Employment Opportunity Commission filed with the 
commission a charge alleging violations by the company of 
the Civil Rights Act of 1964 and an investigation of this 
charge was instituted by the commission. The company does 
not know whether a suit against it will ultimately emanate 
from the commission as a result of this investigation. 
Further, there are various claims and pending actions 
against the company and its subsidiaries with respect to 


commercial matters arising out of the normal conduct of the 
business. 

The consequences of these pending actions, the investiga¬ 
tion and claims are not presently determinable but, in the 
opinion of the management of the company, the ultimate 
liability resulting, if any, will not have a material effect on 
the financial position or results of operations of Sears and its 
consolidated subsidiaries. 

14. Other commitments 

At January 31, 1976, the company’s commitment for capital 
expenditures for new and enlarged facilities is $250 million 
for the period 1976-78. 
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TEN YEAR SUMMARY* 


Summary of Operations (millions) 

Net sales . 

Cost of sales, buying and occupancy expenses. 

Operating income. 

Per cent of net sales . 

Other income (loss). 

Equity in income of unconsolidated subsidiaries and affiliates 

Income before general expenses. 

Interest (net). 

Profit sharing contribution. 

Income taxes (excludes capital gains taxes) . 

Income before extraordinary items (net of taxes). 

Extraordinary items (capital gains). 

Net income . 

Per Share— 

Income before extraordinary items. 

Net Income. 

Average shares outstanding. 

Dividends per share. 

Year End Position (millions) 

Customer installment accounts (gross) . 

Inventories. 

Property, plant and equipment (net). 

Long-term debt. 

Retained income. 

Shareholders’ equity. 

Shareholders’ Investment (per share) 

Book value (year end). 

Per cent return on average equity (excludes unrealized gains 

and losses on equity securities). 

Market price common stock (high-low). 

Closing price fiscal year end. 

Price/earnings ratios (high-low). 

Miscellaneous Data 

Shareholders (Profit sharing fund counted as single share¬ 
holder) . 

Retail stores (excluding foreign corporations)— 

Number. 

Retail space (gross sq. ft. in millions) . 

Catalog merchandise distribution centers. 

Other selling facilities and independent catalog merchants . . 

Capital expenditures (millions) ... 

Depreciation (millions). 


1975 

1974 

1973 

1972 

1971 

$13,640 

$13,101 

$12,306 

$10,991 

$ 10,006 

8,544 

8,200 

7,565 

6,714 

6,073 

1,155 

1,071 

1,231 

1,092 

1,029 

8.5 

8.2 

10.0 

9.9 

10.3 

— 

(4) 

8 

2 

4 

118 

182 

244 

201 

164 

1,273 

1,249 

1,483 

1,295 

1,197 

(271) 

(361) 

(254) 

(148) 

(139) 

(86) 

(88) 

(120) 

(111) 

(101) 

(393) 

(304) 

(433) 

(416) 

(399) 

523 

496 

676 

620 

558 

523 

496 

676 

628 

558 

3.31 

3.15 

4.30 

3.97 

3.60 

3.31 

3.15 

4.30 

4.02 

3.60 

158.0 

157.5 

157.2 

156.5 

154.9 

1.85 

1.83 

1.75 

1.61 

1.50 


$ 5,267 

$ 5,048 

$ 4,673 

$ 4,268 

$ 3,949 

1,878 

1,979 

1,879 

1,642 

1,429 

2,323 

2,224 

1,978 

1,714 

1,495 

1,326 

1,095 

980 

916 

696 

4,833 

4,603 

4,398 

3,998 

3,620 

5,302 

4,751 

4,943 

4,775 

4,21 1 


$ 33.44 

$ 30.10 

$ 31.42 

$ 30.40 

$ 27.05 

9.8 

9.7 

14.2 

14.5 

14.3 

74-57 

90-42 

116-78 

123-99 

104-76 

69 

60 

88 

1 14 

100 

22-17 

28-13 

27-18 

31 -25 

29-21 


270,733 

270,014 

267,457 

262,080 

251,951 

858 

851 

840 

837 

836 

108.8 

105.7 

102.2 

98.6 

94.2 

13 

13 

12 

12 

1 1 

2,918 

2,886 

2,785 

2,648 

2,507 

$ 282 

$ 411 

$ 401 

$ 352 

$ 362 

$ 166 

$ 149 

$ 127 

$ 120 

$ 106 
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Analysis of Summary of Operations 


1970 

1969 

1968 

1967 

1966 

$ 9,25) 

$ 8,844 

$ 8,178 

$ 7,296 

$ 6,769 

5,617 

5,352 

4,994 

4,542 

4,196 

953 

952 

855 

694 

680 

10.3 

10.8 

10.5 

9.5 

10.0 

3 

7 

4 

3 

— 

123 

118 

118 

108 

98 

1,079 

1,077 

977 

805 

778 

(160) 

(154) 

(113) 

(93) 

(92) 

(87) 

(88) 

(77) 

(67) 

(64) 

(363) 

(393) 

(363) 

(270) 

(264) 

469 

442 

424 

375 

358 

— 

— 

— 

— 

14 

469 

442 

424 

375 

372 

3.04 

2.87 

2.77 

2.45 

2.35 

3.04 

2.87 

2.77 

2.45 

2.44 

154.4 

153.9 

153.3 

153.0 

152.7 

1.35 

1.35 

1.30 

1.20 

1.20 


$ 3,794 

$ 3,591 

$ 3,347 

$ 3,025 

$ 2,931 

1,308 

1,215 

1,134 

1,070 

1,021 

1,244 

1,089 

984 

958 

880 

630 

455 

483 

403 

427 

3,295 

3,035 

2,798 

2,572 

2,381 

3,746 

3,556 

3,367 

3,092 

2,788 


$ 24.24 

$ 23.05 

$ 21.93 

$ 20.18 

$ 18.22 

13.1 

13.4 

13.9 

13.3 

14.2 

82-51 

75-62 

72-57 

65-49 

61-44 

80 

63 

65 

60 

50 

27-17 

26-22 

26-21 

26-20 

29-21 


253,265 

253,510 

252,1 18 

257,543 

259,620 

827 

826 

818 

809 

801 

89.6 

86.6 

83.3 

79.0 

74.2 

1 1 

11 

1 1 

11 

1 1 

2,346 

2,166 

1,969 

1,762 

1,681 

$ 268 

$ 214 

$ 139 

$ 186 

$ 224 

$ 104 

$ 107 

$ 105 

$ 106 

$ 93 


1975 Compared with 1974 

Net sales for 1975 rose 4.1 per cent aided by the strong 
rebound in the fourth quarter (sales up 9.6 per cent). Oper¬ 
ating income from sales and services rose 7.8 per cent and 
represented 8.5 per cent of net sales compared with 8.2 per 
cent for 1974. The cost of sales, buying and occupancy ex¬ 
penses was 62.6 per cent of net sales in both years. Selling 
and administrative expenses decreased to 28.9 per cent of 
sales from 29.2 per cent. 

Equity in income of unconsolidated companies (primarily 
the Allstate insurance companies) decreased 35 per cent to 
75 cents per share from $1.16 per share. Income of the All¬ 
state Group decreased 55 per cent to 48 cents per share of 
Sears from $1.07 per share reflecting unprecedented proper¬ 
ty-liability underwriting losses. Income of other uncon¬ 
solidated companies rose 191 per cent to $42 million from 
$14 million. 

Interest expense declined 25 per cent to $271 million from 
$361 million. This added 25 cents per share to earnings. In¬ 
come taxes rose 29 per cent to $393 million as a result of the 
higher level of pre-tax income. 

Net income for the year rose 5.4 per cent. Adoption of the 
LIFO method of inventory valuation reduced earnings $3 
million or two cents per share. Net income for 1975 and 
1974 (restated) reflects recognition of foreign currency gains 
and losses related to long-term debt. 

The Message to Shareholders (pages 2 and 3), Fourth 
Quarter Results (page 4) and the Financial Review and 
Comments (pages 5-12) contain additional information. 

1974 Compared with 1973 

Net sales for 1974 rose 6.5 per cent (only 4 per cent in the 
important fourth quarter), reflecting higher prices followed 
by a sharp decline in the economy and subsequent price 
reductions. Operating income declined 13 per cent and rep¬ 
resented 8.2 per cent of net sales compared with 10 per cent 
for 1973. The cost of sales, buying and occupancy expense 
ratio rose to 62.6 per cent of sales from 61.5 per cent for 
1973. Selling and administrative expenses rose to 29.2 per 
cent of sales, up from 28.5 per cent for 1973. 

Equity in income of unconsolidated companies declined 25 
per cent to $1.16 per Sears share from $1.55 per share for 
1973. Income of the Allstate Group decreased 17 per cent to 
$1.07 per share from $1.29 per share. Property-liability 
underwriting losses were $26 million before income taxes 
compared with a profit of $48 million for 1973. Income of 
other unconsolidated companies decreased to $14 million 
from $41 million for 1973. 

Interest expense rose 42 per cent to $361 million from 
$254 million for 1973; a negative impact on earnings of 30 
cents per share. Income taxes declined $129 million to $304 
million, the result of the lower level of pre-tax income. 

Net income for 1974 declined 27 per cent to $496 million 
from $676 million for 1973. 
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Allstate Group 

The Allstate Group of companies reached a new high in sales 
volume in 1975 but net income declined substantially, 
reflecting unprecedented property-liability insurance un¬ 
derwriting losses. Insurance premiums written and financial 
services revenues totaled $3,220 billion, an increase of $364 
million from 1974. Total net income was $76 million, com¬ 
pared with $168 million for 1974. Net income represented 
48 cents per Sears share, down 59 cents from $1.07 the 
previous year. 

Property and liability insurance 

Premiums written for all property and liability insurance 
lines rose $319 million from 1974 to a total of $2,935 billion. 
Allstate, a multiple-line insurance group, writes practically 
all kinds of insurance for individuals, businesses and other 
organizations and is also a major reinsurer. 

The companies wrote auto premiums of $ 1.928 billion, an 
increase of $171 million from 1974. Premiums written for 
other property and liability lines, principally homeowners, 
residential fire, health and commercial, rose to $1,007 
billion, up $148 million or 17.3 per cent from 1974. These 
other property and liability lines together with life insurance 
comprised 37.8 per cent of Allstate’s total insurance 
premiums. 

The combined property-liability operations resulted in an 
underwriting loss (before investment income) of $256.6 mil¬ 
lion before income taxes, or 9.2 per cent of premiums earned. 
This compared with an underwriting loss of $25.8 million, 
or 1.0 per cent of premiums earned for 1974. The underwrit¬ 
ing results reflect an unprecedented combination of inflated 
claim costs and depressed insurance rates. Claims and 
claims expense rose a huge 24.3 per cent from 1974 


whereas premiums earned rose 10.7 per cent. Both the 
number of claims and the average cost of the various classes 
of claims increased tremendously in 1975. Premium rate in¬ 
creases which previously had been resisted, were effected on 
the various insurance coverages and in the various states 
during the year. Insurance policies outstanding, however, 
are rerated at the new rate level when they expire and are 
renewed. Thus, premiums earned reflect the higher rates on 
a very gradual basis. During 1975, operating efficiencies 
were emphasized and policy acquisition costs and operating 
expenses rose only 4.3 per cent whereas premiums earned 
rose 10.7 per cent. 

Allstate’s net investment income from interest and 
dividends was $174.9 million before income taxes, up $22.2 
million or 14.6 per cent from 1974. The increase arose prin¬ 
cipally from a greater amount of funds invested and higher 
yields on the state and municipal bond portfolio. During 
1975 the amount invested in common stocks (at cost) was 
reduced $233 million to $762 million at year end, and the 
proceeds were reinvested in other categories of investments. 
The investment program is an important element of the com¬ 
panies’ operations. For the past ten years, net investment in¬ 
come has increased at a compound annual rate of 17.8 per 
cent. 

Realized capital gains before income taxes amounted to 
$18.1 million compared with $14.8 million for the previous 
year. Valued at year end 1975 market prices, Allstate’s port¬ 
folio of marketable equity securities consisting of common 
and preferred stocks showed a net unrealized loss of $196 
million. During the early part of 1976 market prices im¬ 
proved generally, and from year end 1975 to March 10,1976 
the net unrealized loss on the common and preferred stock 
portfolio decreased $100 million to $96 million. 


Total net income of the insurance group, including life in¬ 
surance, was $64.5 million compared with $ 167.2 million the 
previous year. Increases in investment income, realized capi¬ 
tal gains, and life insurance earnings were more than offset 
by the underwriting results of property-liability insurance. 

Assets as of the close of the year were $4.7 billion, up $755 
million from year end 1974. Sizeable new funds generated 
by the growth and operations of the companies and the rise 
in market values of investments in stocks both contributed to 
the increase in assets. Investments in bonds and stocks com¬ 
prised 72.5 per cent of total assets. 

Life insurance 

Life insurance in force rose $1,365 billion during 1975 to a 
total of $19,031 billion at year end. The total included 
$11.460 billion of insurance on individuals and $7,571 bil¬ 
lion of group insurance. Insurance in force on individuals in¬ 
creased 7.5 per cent during the year, and group insurance in 
force rose 8.1 per cent. A significant portion of sales during 
1975 involved sales of retirement annuities which were 
specifically aimed at the new individual retirement account 
market. These annuities have no face value of insurance. 
Life insurance premiums totaled $ 166 million, an increase of 
20.4 per cent from 1974. 

Net income from life insurance operations, after income 
taxes, amounted to $30.4 million for 1975. This was an in¬ 
crease of $6.1 million from the previous year. 

Assets of the life companies increased $108 million during 
1975 to $598 million at year end. Investments in bonds, 
stocks and mortgages comprised 85.6 per cent of total assets. 

The year ahead 

A hoped for moderation in inflationary factors, plus respon¬ 
sible action by state insurance regulators in promptly accept¬ 
ing rate increases where the claims experience and rate of in¬ 
crease in claims costs clearly establish the need, should bring 
about improved underwriting results for 1976 as a whole. 
Nevertheless, underwriting operations for Allstate and for 
the property-liability industry as well are expected to 
produce losses (before investment income) in 1976. 

Interest and dividends from investments are expected to 
increase as Allstate’s investment portfolio grows in size. Net 
income from life insurance and from financial services 
should compare favorably with 1975. 
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Statement of Income $ in thousands 


Net premiums written. 

Premiums earned. 

Investment income, less investment expenses. 

Costs and expenses 

Claims and claims expense. 

Policy acquisition costs and operating expenses 
Premium and other taxes and fees. 


Income (loss) before income taxes, equity in income of unconsolidated companies and 

realized gains. 

Income taxes (note 4). 

Income before equity in income of unconsolidated companies and realized gains. 

Equity in income of unconsolidated companies (note 7). 

Income before realized gains. 

Net realized capital gains (unrealized increases (decreases) in market value of equity invest¬ 
ments of $271,803 and ($421,079) are not included in the determination of net income) 

Realized capital gains, net of taxes of $6,995 and $4,438 (note 4). 

Equity in realized capital gains of unconsolidated companies, net of taxes of $309 
and $202 (note 7). 


Net income 


Statement of Changes in Financial Position $ in thousands 


Source of Funds 

Net income. 

Increase in reserve for claims and claims expense. 

Increase in unearned premiums . 

Increase (decrease) in deferred income taxes. 

Additional capital paid in. 

Undistributed net income of unconsolidated subsidiaries and affiliates. 

Total Source of Funds. 

Use of Funds 

Increase in premium installments receivable. 

Increase in deferred policy acquisition costs. 

Increase in property and equipment, net . 

Increase in all other assets. 

Decrease in all other liabilities. 

Dividends to Sears, Roebuck and Co. 

Total Use of Funds. 

Net Source of Funds.. 

Change in investments not involving funds due to increase (decrease) in unrealized capital gains 
on stocks before deferred taxes.:. 

Increase (Decrease) in Cash and Investments. 


Year Ended December 31 


1975 

1974* 

$2,934,840 

$2,615,800 

$2,794,320 

174,876 

$2,523,410 

152,655 

2,969,196 

2,676,065 

2,431,957 

526,704 

92,280 

1,957,077 

504,963 

87,158 

3,050,941 

2,549,198 

(81,745) 

(106,395) 

126,867 

(3,538) 

24,650 

27,956 

130,405 

25,970 

52,606 

156,375 


11,126 

10,354 

721 

476 

11,847 

10,830 

$ 64,453 

$ 167,205 


Year Ended December 31 


1975 


1974* 

$ 

64,453 

$ 

167,205 


319,679 


148,854 


137,071 


82,617 


(26,232) 


12,240 


7,274 


— 


(28,413) 


(26,263) 

$ 

473,832 

$ 

384,653 

$ 

46,708 

$ 

51,813 


5,500 


7,656 


5,056 


46,481 


95,739 


75,579 


9,804 


5,439 


34,033 


— 

$ 

196,840 

$ 

186,968 

$ 

276,992 

$ 

197,685 


296,092 


(428,293) 

$ 

573,084 

$ (230,608) 


* Restated (see note 2, page 28). 


See accompanying notes to financial statements. 








































































Statement of Financial Position $ in thousands 


December 31, 


1975 1974* 

Assets 

Investments (note 6) 

Bonds and redeemable preferred stocks (estimated market $2,379,887 and $1,682,460 
—note 2): 

State and municipal. $2,205,191 $1,828,476 

Other. 450,491 185,665 

$2,655,682 $2,014,141 

Preferred stocks (cost $167,528 and $288,906—note 2). 122,709 185,564 

Common stocks (cost $762,242 and $995,139). 617,379 623,564 

Other investments. 37,084 37,466 

Total Investments. $3,432,854 $2,860,735 

Cash. 25,271 24,306 

Stocks of Unconsolidated Subsidiaries and Affiliates (note 7). 209,163 169,157 

Premium Installments Receivable . 562,875 516,167 

Accrued Investment Income. 49,182 39,143 

Property and Equipment (net of accumulated depreciation $70,274 and $61,604). 187,746 182,690 

Deferred Policy Acquisition Costs. 81,584 76,084 

Other Assets . 184,540 110,433 

Total Assets. $4,733,215 $3,978,715 

Liabilities 

Reserve for Claims and Claims Expense. $2,033,310 $1,713,631 

Unearned Premiums. 1,348,617 1,211,546 

Claim Drafts Outstanding. 65,863 72,356 

Income Taxes (note 4) . 22,886 33,979 

Other Taxes. 32,844 33,239 

Other Liabilities and Accrued Expenses . 80,780 74,546 

Total Liabilities . $3,584,300 $3,139,297 

Capital 

Capital Stock (including additional capital paid in—note 6). $ 61,874 $ 54,600 

Unrealized Capital Losses on Stocks (notes 2 and 6). (195,694) (467,497) 

Retained Income. 1,282,735 1,252,315 

Total Capital . $1,148,915 $ 839,418 


Year Ended December 31, 
1975 1974* 

Balance Beginning of Year. $ 839,418 $1,093,292 

Net Income. 64,453 167,205 

Change in Unrealized Capital Gains and Losses on Stocks. 271,803 (421,079) 

Additional Capital Paid In (note 6). 7,274 — 

Dividends to Sears, Roebuck and Co. (34,033) — 

Balance End of Year. $1,148,915 $ 839,418 

* Restated (see note 2, page 28). 

See accompanying notes to financial statements. 
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Notes to Financial Statements 

Two Years Ended December 31, 1975 

1. Summary of significant accounting policies 

Reclassifications in Financial Statements—To comply with 
regulation revisions of the Securities and Exchange Com¬ 
mission, certain reclassifications have been made in the 
financial statements. There was no effect on previously 
reported income or capital from these reclassifications. 

Basis of Consolidation—The financial statements include 
the accounts of Allstate and all of its domestic and Canadian 
property-liability insurance subsidiaries. Other foreign, life 
insurance, and non-insurance subsidiaries are carried at cost 
plus the company’s equity in undistributed net income and 
unrealized gains or losses since acquisition dates (equity 
method). Investments in other affiliates in which ownership 
exceeds twenty per cent, and in which the company has 
significant influence on the operations of the investee, are 
carried on the equity method. 

Investments—Bonds and redeemable preferred stocks are 
carried at amortized cost; preferred and common stocks are 
carried at quoted market values; other investments are car¬ 
ried primarily at amortized cost. 

For preferred and common stocks, the difference between 
cost and market, net of deferred income taxes, is reflected in 
capital. Realized capital gains and losses, resulting from 
sales of investments, represent the difference between the net 
proceeds and the cost of the investments sold, determined on 
a specific identification basis. 

Property and Equipment—Property and equipment are 
stated at cost, less accumulated depreciation. The company 
provides for depreciation by the straight-line method over 
the estimated useful lives of the assets. 

Deferred Policy Acquisition Costs—Certain costs of ac¬ 
quiring insurance business, principally agents’ compensation 
and premium taxes, are deferred and amortized to income as 
premiums are earned. 

Reserve for Claims and Claims Expense—The reserve for 
claims and claims expense is an accumulation of the estimat¬ 
ed amounts necessary to settle all outstanding claims, based 
upon the facts in each case and the company’s experience 
with similar cases. 

Unearned Premiums—Premiums are deferred and earned 
on a pro rata basis over the terms of the policies. 

Reinsurance—AH accounts are stated net of amounts per¬ 
taining to reinsurance ceded. Such amounts are not 
significant. 

Income Taxes—Prepaid and deferred income taxes arise 
from timing differences between income reported for federal 
income tax and financial statement purposes. Income taxes 
are provided on income of minority owned affiliates account¬ 
ed for on the equity method at rates which reflect the expect¬ 
ed method of realization. 

2. Restatement of foreign currency translation and 
reclassification of redeemable preferred stock 

In 1975, the company changed its accounting policy for 


translation of foreign currencies to comply with the foreign 
currency translation statement issued by the Financial Ac¬ 
counting Standards Board and has restated financial state¬ 
ments of prior years to a comparable basis. The effect of this 
change reduced previously reported retained income at 
December 31, 1973 by $1,852,000 and increased 1974 net 
income by $351,000. Included in net income is a loss on for¬ 
eign currency transactions of $2,674,000 in 1975 and a gain 
of $1,148,000 in 1974. 

Consistent with the provisions of the marketable securities 
accounting statement issued by the Financial Accounting 
Standards Board, redeemable preferred stock with manda¬ 
tory sinking fund provisions has been reclassified from mar¬ 
ketable equity securities to redeemable preferred stock. The 
carrying basis at December 31, 1975 changed from market 
value of $ 118,929,000 to cost of $ 151,994,000. 

3. Employe profit sharing and supplemental pension plans 

Employes of the company and its domestic subsidiaries are 
eligible to become members of The Savings and Profit Shar¬ 
ing Fund of Sears Employes. In addition, noncontributory 
pension plans are in effect which provide pension benefits for 
that portion of employes’ compensation which exceeds the 
maximum established for profit sharing purposes. The Ca¬ 
nadian subsidiary has similar profit sharing and pension 
plans. For the years 1975 and 1974, the cost of the foregoing 
plans was $24,121,000 and $22,880,000, respectively. At 
December 31, 1975, the actuarially computed value of vest¬ 
ed benefits, including unfunded past service costs of 
$5,011,000 being funded over a remaining period of six 
years, exceeded the current value of the assets of the noncon- 


tributory pension plans by $7,919,000. 


4. Income taxes 



Income taxes payable includes a 
follows: 

deferred tax 

liability as 


December 

December 

(thousands) 

Timing differences for tax return 

31, 1975 

31, 1974 

purposes . 

Deferred tax benefit on unrealized 

$ 21,866 

$ 48,098 

losses on stocks. 

— 

(24,289) 


$ 21,866 

$ 23,809 

The provision for taxes on income and realized capital 

gains of the company and its < 
consists of the following: 

consolidated 

subsidiaries 

1975 

1974 

Taxes currently payable (recov¬ 
erable) . 

Deferred income taxes: 

$(60,554) 

$(12,372) 

Deferred policy acquisition 



costs . 

3,583 

3,468 

Subrogation recoverable. 

9,718 

8,351 

Tax effect of loss carryforward, 

(50,878) 

— 

Other . 

(1,269) 

1,453 


$(99,400) 

$ 900 


















A reconciliation of the statutory federal income tax rate to 5. Rentals—long-term leases 

the effective federal income tax rate is as follows: The company leases certain office facilities and computer 



1975 

1974 

equipment. Total 

rental 

expense for 

all leases was 

Statutory federal rate . 

Tax-exempt income. 

Dividends—received deduction. 

(48.0)% 

(94.5) 

(23.8) 

48.0% 

(32.9) 

(11-6) 

$34,169,000 (1975) and $32,636,000 (1974). Minimum 
rental commitments under all leases with a remaining non- 
cancellable term of more than one year are as follows: 

Effect of ordinary tax loss on capital 
gains tax rate. 

14.1 


(thousands) 




Other . 

(4.0) 

(2.9) 

1976 . $18,743 

1978 . 

$12,183 

1980. .. . $4,891 


(156.2)% 

.6% 

1977. $16,253 

1979 . 

$ 8,502 

1981-85. $5,530 


6. Investments 

In December, 1975 the company received from Sears a $37,862,000 and a cost of $7,274,000. 
capital contribution of certain marketable securities. At the The net unrealized loss on equity investments at De¬ 
date of contribution these securities had a market value of cember 31, 1975 of $195,694,000 is shown below: 


December 31, 1975 




Market 

Gross U 

n realized 

Net 

Unrealized 

(thousands) 

Cost 

Value 

Gain 

(Loss) 

Gain (Loss) 

Preferred Stock 

Allstate Insurance Company and consolidated subsidiaries . 
Unconsolidated insurance subsidiaries . 

$167,528 

5,276 

$122,709 

3,333 

$ 1,498 

$ (46,317) 
(1,943) 

$ (44,819) 
(1,943) 


172,804 

126,042 

1,498 

(48,260) 

(46,762) 

Common Stock 

Allstate Insurance Company and consolidated subsidiaries . 
Unconsolidated insurance subsidiaries . 

762,242 

45,920 

617,379 

37,254 

98,977 

3,799 

(243,840) 

(12,465) 

(144,863) 

(8,666) 


808,162 

654,633 

102,776 

(256,305) 

(153,529) 

Less deferred tax benefit and minority interest . 

$980,966 

$780,675 

$104,274 

$(304,565) 

$(200,291) 

4,597 






$( 195,694)$ 

fUnrealized loss of $195,694 decreased to $95,615 at March 

10, 1976. 






7. Unconsolidated Subsidiaries and Affiliates 


Combined Statement of 



The condensed Statements of I ncome and Financial Position 

Financial Position 

December 31 

of the combined domestic and Canadian life insurance sub- 

(thousands) 

1975 

] 974* 

sidiaries are as lollows: 



Assets 



Combined Statement of Income 

Year Ended 
December 31 

Investments 

Bonds and mortgage loans . . 

Other investments. 

Other Assets. 

$457,578 

54,075 

86,41? 

598,070 

$369,647 

43,312 

77,390 

490,349 

( thousands ) 

1975 

1974* 

Premiums. 

Net investment income. 

$165,954 

32,874 

$137,794 

27,309 

Total Assets . 




Policy benefits and expenses .... 
Income taxes . 

Income before realized gains .... 
Realized capital gains, less income 

198,828 

156,899 

12,236 

29,693 

165,103 

133,251 

8,061 

23,791 

Liabilities 

Policy and Other Insurance 

Reserves. 

Other Liabilities. 

Total Liabilities .... 

394,192 

48,086 

442,278 

330,640 

45,182 

375,822 

taxes. 

721 

476 

Shareholder’s Equity. 

$155,792 

$1 14,527 

Net income. 

$30,414 

$24,267 

*Restated—see note (2). 




8. Pending legal proceedings. 

Several class action lawsuits are pending against Allstate 
challenging procedures used and alleging misrepresentations 
made in connection with the sale and the renewal of au¬ 
tomobile insurance policies, and dealing with questions of 
automobile insurance policy interpretation. 


The outcomes of these pending actions are not presently 
determinable, but, in the opinion of the management of All¬ 
state, the ultimate liability resulting, if any, will not have a 
material effect on the financial position or results of opera¬ 
tions of Allstate and its consolidated subsidiaries. 
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Allstate Insurance Company and Consolidated Subsidiaries 

Year Ended December 31 


Summary of Operations* 
(millions) 

Premiums earned. 

Net investment income . . . 


Claims and claims expense. 

Policy acquisition and other costs and expenses 
Income taxes. 


Income before equity in income of unconsolidated companies and realized gains 

Equity in income of unconsolidated companies. 

Realized capital gains, less income taxes. 

Net income. 

*Restated where applicable (see note 2, page 28). 


1975 

1974 

1973 

1972 

1971 

$2,794 

$2,523 

$2,364 

$2,166 

$1,898 

175 

153 

131 

108 

93 

2,969 

2,676 

2,495 

2,274 

1,991 

2,432 

1,957 

1,791 

1,642 

1,428 

619 

592 

526 

478 

421 

(106) 

(4) 

29 

29 

28 

2,945 

2,545 

2,346 

2,149 

1,877 

24 

131 

149 

125 

114 

28 

26 

23 

18. 

15 

12 

10 

26 

19 

4 

$ 64 

$ 167 

$ 198 

$ 162 

$ 133 


Report of Certified Public Accountants 

To The Board of Directors of Sears, Roebuck and Co.: 

We have examined the Statement of Financial Position of 
Allstate Insurance Company and consolidated subsidiaries 
as of December 31, 1975 and 1974, and the related 
Statements of Income, Capital and Changes in Financial 
Position for the years then ended. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the aforementioned financial statements 
present fairly the financial position of Allstate Insurance 


Company and consolidated subsidiaries at December 31, 
1975 and 1974, and the results of their operations and 
changes in their financial position for the years then ended, 
in conformity with generally accepted accounting principles 
consistently applied during the period except for the change 
in the method of valuing redeemable preferred stocks and 
after restatement for foreign currency translation, both as 
described in note 2 to the financial statements and with 
which we concur. 



Chicago, Illinois, March 12, 1976 


Allstate Enterprises, Inc. and Subsidiaries 

Allstate Enterprises, Inc. and its subsidiaries earned gross 
revenues of $118.9 million, up $16.2 million from the 
previous year. Approximately 35 per cent of the revenues 
was from financing of autos and recreational vehicles, and 
another 35 per cent was from savings and loan operations. 

Net income reached a record high of $11.5 million, com¬ 
pared with $536,000 the previous year. Interest rates on bor¬ 


rowed funds used in the auto financing operation averaged 
6.2 per cent, down from 10.1 per cent in 1974. On July 31, 
1975, Allstate Savings and Loan Association, a wholly 
owned subsidiary of Allstate Enterprises, purchased Empire 
Savings and Loan Association for approximately $25 million 
and merged with it. Additional capital of $25 million was 
contributed to Allstate Enterprises by Sears. 


Statement of Income 

Year Ended 

Statement of Financial Position 




December 31 



December 31 


1975 

1974 



1975 

1974 

Revenues earned. 

. ... $118,884 

$102,721 

Assets 




Interest expense. 

48,473 

56,500 

Cash and investments. 

$ 

65,783 

$ 49,443 

Other operating expenses .... 

49,732 

44,678 

Loans receivable 




Income taxes . 

9,215 

1,007 

Automobile and other. 


405,208 

385,439 




Real estate. 


638,652 

338,155 


107,420 

102,185 

Other assets. 


46,169 

35,151 

Net income. 

. . . . $ 11,464 

$ 536 

Total Assets. 

$1,155,812 

$808,188 




Liabilities 







Short-term notes payable. 

$ 

323,504 

$349,098 




Savings accounts. 


590,215 

290,051 




Other liabilities. 


81,429 

44,839 




Total Liabilities. 

$ 

995,148 

$683,988 




Shareholder’s Equity . 

$ 

160,664 

$124,200 
















































































HOMART 

DEVELOPMENT CO. 

This wholly owned unconsolidated subsidiary is primarily 
engaged in the development and operation of shopping 
centers, either as an owner or as a partner in joint ventures. 
Supplemental developments may include residential, office 
building, recreational, or other facilities. 

Net income for Homart, including $6.5 million net gain 
from the sale of its equity in a joint venture center, was $10 
million compared with net income in 1974 of $2.5 million. 
During 1975, the company operated 12 regional centers 


and was a partner in five other open regional centers. In 
December, 1975, the company sold its interest in Metro- 
center, a joint venture center located in Phoenix, AZ, reduc¬ 
ing the number of open joint venture centers to four. 

In March, 1976, the company opened Eden Prairie Center 
in suburban Minneapolis, and Northbrook Court in North¬ 
brook, IL. Florence Mall in Florence, KY is scheduled to 
open in September, 1976. In addition, 1976 joint venture 
center openings include Lakeside Center in suburban De¬ 
troit which opened in March and Woodland Hills Mall in 
Tulsa and Orland Square in south suburban Chicago which 
are scheduled for fall openings. 

Two wholly owned and one joint venture center under con¬ 
struction are scheduled to open in 1977. 


Statement of Income 

$ in thousands 

Rents and other revenues . . . 

Depreciation and amortization 

Interest . 

Less interest capitalized. 

Other costs and expenses .... 


Income—Operating. 

—Sale of property. 

—Sale of interest in joint venture 
—Joint ventures. 

Income taxes . 

Net income. 


Statement of Financial Position 

$ in thousands 
ASSETS 

Shopping center property—net. 

Property held for or under development 

Investment in joint ventures* 

Notes and interest receivable . 

Equity in joint venture capital. 

Cash, receivables and other assets . 

Total Assets. 

LIABILITIES 

Mortgages and other long term debt . 

Construction loans. 

Accounts payable and accruals. 

Payable to Sears. 

Joint venture payables to Homart*. 

Deferred income taxes. 

Total Liabilities. 


For Fiscal Year Ended 


At Fiscal Year End 


Homart 


January 31 

1976 

1975 

$ 37,359 

$ 29,330 

5,467 

3,930 

12,206 

9,446 

(4,971) 

(2,957) 

19,295 

14,991 

31,997 

25,410 

5,362 

3,920 

(144) 

460 

9,262 

— 

896 

33 

15,376 

4,413 

5,360 

1,869 

$ 10,016 

$ 2,544 


Homart 

January 31 

1976 

1975 

$130,982 

110,183 

$133,620 

47,862 

241,165 

181,482 

2,857 
(11,381) 

17,245 

(10,069) 

(8,524) 

7,475 

240,1 16 

7,176 

6,276 

194,934 

$138,964 

8,539 

14,379 

23,257 

$126,560 

2,004 

9,741 

13,212 

1 1,763 

10,578 

196,902 

162,095 


Joint Ventures 


December 31 

1975 

1974 

$ 32,561 

$ 26,214 

4,183 

3,886 

20,704 

17,900 

(7,537) 

(5,447) 

13,795 

12,025 

31,145 

28,364 

1,416 

(2,150) 

114 

1,863 

— 

— 


$ 1,530 $ (287) 


Joint Ventures 
December 31 


1975 

1974 

$ 94,862 

$106,962 

126,187 

98,101 

221,049 

205,063 


13,128 

7,908 

234,177 

212,971 

$138,156 

92,838 

14,923 

$120,921 

66,618 

15,507 

2,839 

17,526 

248,756 

220,572 


JOINT VENTURE CAPITAL—Homart*. 

—Other Partners 
SHAREHOLDER’S EQUITY. 


(8,329) (4,783) 

$ (6,250) $ (2,818) 

43,214 $ 32,839 


*Homart’s investment in joint ventures differs from the amounts recorded from inception through January 31, 1976, consists of capital contributions 
by the ventures due to differing fiscal year ends and differences in bases of of $20.3 million less cash distributions of $30.9 million and Homart’s share 

property contributed to the ventures. Homart’s equity in the joint ventures of losses of $800 thousand. 3 1 

















































































INTERNATIONAL OPERATIONS 


Canadian affiliate 

Net sales of Simpsons-Sears Limited increased 16 per cent 
to $1,549 billion (Can.) from $1.34] billion (Can.) in 1974. 
Net earnings declined to $32.1 million (Can.) compared 
with $34.5 million (Can.) in 1974. Sears equity in net earn¬ 
ings after translation loss was $12.7 million (U.S.). 

Simpsons-Sears opened five new retail stores in 1975, in¬ 
creasing the number of stores in operation to 56. The new 
store locations are Capilano in Vancouver; Brossard and 
Place Vertu in Montreal; Gerrard Square in Toronto and 
Chilliwack in British Columbia. Our Canadian affiliate also 
operates four catalog merchandise distribution centers and 
646 catalog sales offices. 

In November 1975, Sears made an additional investment 
of $23.5 million in Simpsons-Sears for 2.8 million shares of 
voting common stock. 

Simpsons-Sears Limited 


STATEMENT OF EARNINGS For Fiscal 

Canadian $ in millions Year Ended 


January 7, January 8, 



1976 

1975 

Net revenues . 

. $1,551 

$1,343 

Expenses. 

1,493 

1,276 

Pretax earnings. 

58 

67 

Income taxes . 

29 

35 

Operating earnings . 

29 

32 

Equity earnings. 

3 

2 

Net earnings. 

. $ 32 

$ 34 

STATEMENT OF 

At Fiscal 

FINANCIAL POSITION 

Year End 

Canadian $ in millions 

January 7, 

January 1 


1976 

1975 

ASSETS 



Current assets . 

. $ 716 

$ 655 

Fixed assets—net. 

298 

254 

Investments and other assets . . . . 

37 

32 

TOTAL ASSETS. 

. $1,051 

$ 941 

LIABILITIES 



Current liabilities. 

. $ 284 

$ 312 

Long-term debt . 

403 

342 

Deferred income taxes. 

19 

18 

TOTAL LIABILITIES. 

. $ 706 

$ 672 

SHAREHOLDERS’ EQUITY . 

. $ 345 

$ 269 


Latin American subsidiaries 

Net sales of subsidiaries in Mexico and South America rose 
18 per cent to $398.9 million. Net income, after exchange 
losses, increased $1.9 million to $23.3 million. Sears equity 
in this income was $20.1 million; however, $2.2 million was 
not available for remittance under current laws in certain 
countries. A reserve for this amount is included in the Sears 
statement of income but is not reflected in the schedule 
below. Our Brazilian subsidiary added one sales office and 
our Venezuelan subsidiary opened a new medium size de¬ 
partment store in a shopping center in Caracas. Our Mexi¬ 
can subsidiary opened a medium size department store in 
Mexicali. This store will be sold to a new company owned 49 
per cent by our Mexican subsidiary and 51 per cent by Mexi¬ 
can nationals in accordance with the foreign investment law 
of Mexico. 

Sears is planning for the reduction of its equity from 80 
per cent to 20 per cent in the Venezuelan subsidiary in accor¬ 
dance with a decree of the Venezuelan government. It is still 
anticipated that no loss will be incurred in this disposition. 

European subsidiaries 

Net sales of the Spanish subsidiary rose 28 per cent to $67.3 
million in 1975. Net income was $3.1 million compared with 
a loss of $1.2 million (restated) the previous year. Another 
complete department store and a sales office were opened in 
Barcelona. There are three complete department stores and 
17 retail sales offices in Spain. Subsequent to the close of the 
fiscal year Spain’s currency depreciated by approximately 
11 per cent which will result in an exchange loss for the 
Spanish subsidiary of some $2.6 million which was not in¬ 
cluded in 1975 results. 

Net sales for Galeries Anspach, our Belgian subsidiary, 
were $96.5 million, up 16 per cent. The net loss for 1975 was 
$11.2 million, after exchange gain of $6 million, compared 
with a $23.8 million loss (restated) in 1974, which included 
an exchange loss of $9.1 million. Expenses continued to 
increase as a result of inflation while profit margins were re¬ 
stricted by price controls, making improvement in operating 
profits difficult. One small store was reclassified to a retail 
sales office. At the end of the year Galeries operated three 
complete department stores, five medium size stores, one 
small hard lines store and two retail sales offices. It also owns 
and operates two shopping centers. 

During 1975, Sears made an additional equity investment 
of $18 million in Galeries Anspach. 


SUMMARY OF INTERNATIONAL OPERATIONS 


$ in thousands 


Net Sales 


Net Income 

(after exchange adjustments) 


Sears Equity 
in Net Income 



1975 

1974 

1975 

1974 

1975 

1974 

Canada . 

Latin America. 

Europe. 

Total. 

. .. $1,521,340 

398,905 
163,808 

. . . $2,084,053 

$1,367,681 

337,865 

135,453 

$1,840,999 

$30,9)5 

23,265 

(7,760) 

$46,420 

$35,965 

21,410 

(24,516)* 

$32,859* 

$12,716 

20,108 

(7,759) 

$25,065 

$14,851 
18,210 
(24,516) : 

$ 8,545* 


* Restated (see note 2, page 19). 
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SEARS, ROEBUCK AND CO., 

AND CONSOLIDATED SUBSIDIARIES 

Sears Tower, Chicago, Illinois 60684 


This annual report contains selected information included in 
Sears 1975 10-K Annual Report filed with the Securities and 
Exchange Commission. A copy of the 10-K Report is availa¬ 
ble upon written request. Comments or questions regarding 
this annual report, or requests for the 10-K Report, should 
be addressed to: 

Director of Shareholder Relations 
Department 768X—33rd Floor 
Scars, Roebuck and Co. 

Scars Tower } 

Chicago, Illinois 60684 
Phone:312-875-8425 

Correspondence regarding your shareholder account should 
be addressed to: 

Treasurer’s Office 
Department 769—34th Floor 
at the same address 


